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TO THE SHAREHOLDERS 


Bank of Montreal 


The Annual Meeting of shareholders of Bank of Montreal (the “Bank’’) 


will be held on Monday, January 17, 1994 in Le Grand Salon, 


Convention Floor, The Queen Elizabeth Hotel, Montreal, Canada at 


11:00 a.m. (Montreal time) for the following purposes: 


1. To receive the financial statements of the Bank for the year ended 


OF SHAREHOLDERS October 31, 1993 and the report of the auditors thereon; 


To appoint auditors; 


~) 


3. To elect directors; 


4. To consider and, if thought fit, to confirm by Ordinary Resolution 


amendments to General By-laws Two and Six; 


5. To consider and, if thought fit, to confirm by Special Resolution the 
amendment to Article 4.01 of General By-law Four respecting the 


minimum and maximum number of directors of the Bank; and 


6. To transact such other business as may properly be brought before 


the meeting. 


If you cannot attend the meeting in person, you should complete and 
return the enclosed form of proxy in the provided postage pre-paid 
envelope. In order for your vote to be recorded the proxy must be in the 
hands of the Bank’s transfer agent, The R-M Trust Company, at its 
Montreal office, not later than 5:00 p.m. on the last business day prior to 


the date of or any adjournment of the meeting. 


By order of the Board 


ete ey, 


Dereck M. Jones 
Senior Vice-President, Secretary 


and General Counsel 


Montreal, Canada 
December 13, 1993 


PROXY CIRCULAR . 


SOLICITATION OF PROXIES 

This Circular is furnished in connection with the solicitation of 
proxies by the management of Bank of Montreal (the “Bank”) 
to be used at the Annual Meeting of Shareholders of the Bank 
to be held at the time and place and for the purposes set forth 
in the Notice of Meeting accompanying this Proxy Circular. 

The accompanying proxies are being solicited by the manage- 
ment of your Bank and the cost of solicitation will be borne by 
the Bank. The solicitation will be primarily by mail, but may 
also be effected personally by regular employees of the Bank. 

If you cannot attend the Meeting in person, complete and 
return the enclosed form of proxy to the principal office of our 
transfer agent, The R-M Trust Company, Montreal, in the enve- 
lope provided, to be in its hands not later than 5:00 p.m. on the 
last business day prior to the date of the Meeting, or any 
adjournment thereof, as this will enable your vote to be recorded. 


APPOINTMENT OF PROXY 

The persons named in the accompanying form of proxy are 
directors of the Bank. Subject to the restrictions mentioned 
under “Voting Shares” below, a shareholder desiring to appoint 
some other person, who need not be a shareholder, to represent 
him at the Meeting may do so by inserting such other person’s 
name in the blank space provided in the form of proxy. 


REVOCATION OF PROXIES 

A shareholder who has given a proxy may revoke it by an instru- 
ment in writing executed by the shareholder or by his attorney 
authorized in writing or, if the shareholder is a corporation, 
under its corporate seal or by an officer or attorney thereof duly 
authorized, and deposited either at the head office of the Bank at 
any time up to and including the last business day preceding the 
day of the Meeting, or any adjournment thereof, at which the 
proxy is to be used, or with the chairman of such Meeting on 
the day of the Meeting, or any adjournment thereof. 


EXERCISE OF DISCRETION BY PROXIES 

The persons named in the enclosed form of proxy will vote or 
withhold from voting the shares in respect of which they are 
appointed in accordance with the direction of the shareholders 
appointing them. In the absence of such direction, such shares 
will be voted in favour of all the matters identified in the 
enclosed Notice of Meeting. The enclosed form of proxy con- 
fers discretionary authority upon the persons named therein 
with respect to amendments or variations to matters identified 
in the Notice of Meeting and to other matters which may prop- 
erly come before the Meeting. At the time of printing of this 
Circular, the management of the Bank knows of no such 
amendment, variation or other matter expected to come before 
the Meeting other than the matters referred to in the Notice of 
Meeting. If any matters which are not now known should prop- 
erly come before the Meeting, the persons named in the accom- 
panying form of proxy will vote on such matters in accordance 
with their best judgment. 


VOTING SHARES 

As at November 19, 1993 there were outstanding 249,093,914 
Common Shares of the Bank. Subject to the Bank Act, each 
registered shareholder has one vote for each Common Share 
held at the close of business on November 29, 1993, except to 
the extent that the shareholder has transferred the ownership of 
any of his or her shares after November 29, 1993, and the 
transferee of those shares produces properly endorsed share cer- 
tificates or otherwise establishes that he or she owns the shares 
and demands not later than 10 days before the Meeting that his 


or her name be included in the list of shareholders before the 
Meeting, in which case the transferee, subject to the Bank Act, 
shall be entitled to vote his or her shares at the Meeting. 


The Bank Act contains provisions which, under certain cir- 
cumstances, restrict the exercise in person or by proxy of voting 
rights attached to the shares of the Bank. These provisions may 
be summarized as follows: 


1. Shares held by non-residents of Canada — A resident of 
Canada is not permitted to vote in person or by proxy any 
shares of the Bank held by the resident in the right of or for 
the use or benefit of a non-resident of Canada, other than a 
non-resident who is a United States resident. 


2. Non-residents holding more than 10% of the outstanding 
shares of the Bank — Where a non-resident other than a non- 
resident who is a United States resident and/or any entities 
controlled by that non-resident beneficially own more than 
10% of the outstanding shares of the Bank, no person is per- 
mitted to vote any of those shares, whether in person or by 


proxy. 


3. Shares held by governments and their agencies — No person 
is permitted to vote in person or by proxy any shares of the 
Bank beneficially owned by: 


a) the government of Canada or of a province or any agency 
thereof; or 


b) the government of a foreign country or any political sub- 
division thereof or any agency of the government of a 
foreign country or any political subdivision thereof. 


When executing the enclosed form of proxy you should con- 
form to the requirements of the law and if only a certain num- 
ber of the shares covered by such proxy can properly be voted, 
a notation on the proxy stating such number should be made. 

Except as provided in the Bank Act, every question brought 
before the Meeting of Shareholders shall be determined by a 
majority of votes cast on the question. In case of an equality of 
votes, the chairman of the Meeting shall be entitled to a second 
or casting vote. 


VOTING CONFIDENTIALITY 

In order to preserve the confidentiality of individual shareholder 
votes, proxies are counted and tabulated by the Transfer Agent 
of the Bank, The R-M Trust Company. Proxies are only 
referred to the Bank in cases where a shareholder clearly 
intends to communicate an individual position to management 
or when it is necessary to do so to meet the requirements of 
applicable law. 


APPOINTMENT OF AUDITORS 


_ Management proposes that the firm of Coopers & Lybrand and 


the firm of Peat Marwick Thorne be appointed as auditors of 
the Bank for the 1994 fiscal year. In accordance with the Bank 
Act, the directors at a meeting held on October 26, 1993 fixed 
the remuneration of the auditors for the 1994 fiscal year at 
$1,120,000. 

During the previous five-year period Coopers & Lybrand were 
Bank auditors in 1989, 1990 and 1991; Deloitte & Touche (for- 
merly Touche Ross & Co.) in 1989 and 1992, and Peat Marwick 
Thorne in 1990, 1991 and 1992, in accordance with the rotation 
required by the previous Bank Act. The firm of Coopers & 
Lybrand and the firm of Peat Marwick Thorne were Bank 
auditors in 1993. 


ELECTION OF DIRECTORS 
The following are the nominees proposed by management for the next succeeding annual meeting of shareholders of the Bank 
election as directors of the Bank. Directors will hold office until or until their successors are elected or appointed. 


NUMBER OF COMMON 
SHARES OWNED OR 
OVER WHICH CONTROL 
OR DIRECTION IS 


PRINCIPAL OCCUPATION DIRECTOR EXERCISED AS AT 
NAME AND BUSINESS SINCE NOVEMBER 19, 1993 
a) Matthew W. Barrett Chairman and Chief Executive Officer, Bank of Montreal Nov. 1, 1987 27,941 


(Director and Chairman, Bankmont Financial Corp.; 
Director, Harris Bankcorp, Inc., Harris Trust and : 
Savings Bank, The Nesbitt Thomson Corporation Limited) 


a) F. Anthony Comper President and Chief Operating Officer, Bank of Montreal Jan. 15, 1990 17,116 
(Director, The Nesbitt Thomson Corporation Limited, 
Harris Bankcorp, Inc., Harris Trust and Savings Bank) 


a) Ralph M. Barford President, Valleydene Corporation Limited (Investment company) Jan. 20, 1986 50,000 
a) David R. Beatty, O.B.E. President, Weston Foods Ltd. (Food processing) Jan. 20, 1992 2,000 
b) Peter J. G. Bentley, O.C., LL.D. Chairman and Chief Executive Officer, Canfor Corporation Jan. 16, 1978 17,400 
(Integrated forest products company) 
a) Pierre Coté, C.M. Chairman of the Board, Celanese Canada Inc. July 18, 1972 35,840 
b) (Chemicals and Textiles) 
a) C. William Daniel, O.C., LL.D. Corporate Director/Consultant Oct. 24, 1978 5,258 
(Director, Bankmont Financial Corp.) 
Graham R. Dawson President, G. R. Dawson Holdings Limited (Holding company) Dec. 13, 1971 104,244 
a) Louis A. Desrochers, Q.C. Senior Partner, McCuaig Desrochers (Barristers & Solicitors) Dec. 10, 1973 8,760 
a) John F. Fraser, O.C., LL.D. Chairman, Federal Industries Ltd. (Diversified management company) Jan. 14, 1985 1,072 
Wilbur H. Gantz President and Chief Executive Officer, PathoGenesis Corporation — Nil 


(Pharmaceutical research and development) 
Prior to June 1992, President, Baxter International Inc. (Healthcare) 
(Director, Harris Bankcorp, Inc., Harris Trust and Savings Bank) 


James J. Glasser Chairman, President and Chief Executive Officer, GATX Corporation = Nil 
(Distribution assets and related services) 
(Director, Bankmont Financial Corp., Harris Bankcorp, Inc., 
Harris Trust and Savings Bank) 


John H. Hale Company Director Jan. 14, 1985 8,655 
Donald S. Harvie, O.C. Chairman, Devonian Foundation (Charitable activities) Dec. 5, 1966 12,566 
Robert E. Kadlec President and Chief Executive Officer, BC Gas Inc. (Energy company) Jan. 14, 1991 2,000 
a) Betty Kennedy, O.C., LL.D. Broadcast Journalist Nov. 18, 1975 12,508 
Geraldine A. President and Vice-Chancellor, McMaster University; Jan. 15, 1990 400 
Kenney-Wallace, LL.D. Scientist (Educational and research institution) 
Stanley Kwok Chairman, Amara International Investments Corp. Jan. 18, 1993 1,000 
(Real estate development) 
a) J. Blair MacAulay Partner, Fraser & Beatty (Barristers & Solicitors) Decals 974 10,000 
(Director, The Trust Company of Bank of Montreal) 
Ronald N. Mannix Chairman, and Chief Executive Officer Mar. 28, 1978 30,710 
Loram Corporation (Resource company) 
b) Robert H. McKercher, Q.C. Senior Partner, McKercher McKercher Laing & Whitmore July 1, 1988 2,770 
(Barristers & Solicitors) 
Eric H. Molson Chairman of the Board, The Molson Companies Limited Jan. 19, 1987 132,770 
(Diversified Canadian company) 
b) Jean C. Monty President and Chief Executive Officer, Northern Telecom Limited Jan. 14, 1991 800 
(Telecommunications equipment) 
William D. Mulholland, LL.D. Farmer; Former Chairman of the Board, Bank of Montreal Feb. 3, 1970 20,000 
Jerry E. A. Nickerson Chairman, H. B. Nickerson & Sons Ltd. Jan. 19, 1981 2,942 
(Management and holding company) 
b) Jeremy H. Reitman President, Reitmans (Canada) Limited (Retailing) Jan. 19, 1987 2,400 
Guylaine Saucier, C.M., F.C.A. Corporate Director May 1, 1992 336 
b) William W. Stinson Chairman and Chief Executive Officer, Canadian Pacific Limited Jan. 16, 1989 4.611 
(Management holding company) 
Mary Alice Stuart, C.M., Chairman and Chief Executive Officer, CJRT-FM INC. Jan. 20, 1986 1,514 
O.ONT., LL.D. (Non-profit radio broadcast service) 
James C. Thackray Director, Bell Canada (Telecommunications) Dee, 11, 1972 5,000 
a) Lorne C. Webster Chairman and Chief Executive Officer, Prenor Group Ltd. Dec. 8, 1969 26,248 
b) (Financial services) (Director, Bankmont Financial Corp.) 


a) Member of Executive Committee 
b) Member of Audit Committee and Conduct Review Committee 


AMENDMENTS TO GENERAL BY-LAWS 

General By-laws Two and Six of the Bank were amended by 
resolution adopted by the Board of Directors at a meeting held 
on October 26, 1993, to provide for the category of “managing 
director” as an officer of the Bank and to authorize managing 
directors, as officers of the Bank, to sign Bank documents 
under seal. As the amendments to General By-laws Two and 
Six are required to be confirmed by ordinary resolution passed 
by a majority of the votes cast on the matter by the sharehold- 
ers, it is proposed to present the following resolution to the 
meeting: 

“THAT the amendments to General By-law Two and 

General By-law Six of the Bank, as adopted by the Board of 

Directors on October 26, 1993, be and they are hereby con- 

firmed.” 

Article 4.01 of General By-law Four of the Bank was amend- 
ed by resolution adopted by the Board of Directors at a meet- 
ing held on October 26, 1993, reducing the minimum number of 
directors from 28 to 7, which is the minimum number allowed 
under the Bank Act, and reducing the maximum number of 
directors from 54 to 40. This amendment is consistent with 
management’s stated objective of reducing the size of the Board 
of Directors over time to between 18 and 22 directors. As the 
amendment to Article 4.01 of General By-law Four is required 
to be confirmed by special resolution passed by an affirmative 
vote of not less than two-thirds of the votes cast on the matter 
by the shareholders (“Special Resolution”) it is proposed to pre- 


STATEMENT OF DIRECTORS’ AND OFFICERS’ COMPENSATION 


sent the following Special Resolution to the meeting: 
“THAT Article 4.01 of General By-law Four relating to the 
minimum and maximum number of directors, as amended by 
the Board of Directors on October 26, 1993, be and it is” 
hereby confirmed.” 


SUMMARY OF BOARD AND COMMITTEE 
MEETINGS HELD 

A statement of the record of attendance of directors at each 
meeting of directors as required under the Bank Act is attached 
as Schedule A. 

The Bank continues to hold Board and Board Committee 
meetings at locations throughout Canada. During the twelve- 
month period covered by Schedule A, in addition to meetings in 
Toronto, the Board of Directors met in Quebec City and 
Calgary. The Regional Committees of the Board met in 
Moncton, Sherbrooke, Kingston, London, Saskatoon, Calgary, 
Nanaimo and Vancouver in addition to meetings in Toronto 
and Montreal. The European Committee held its meetings in 
London, England. 


DIRECTORS’ AND OFFICERS’ COMPENSATION 
FROM THE BANK AND ITS SUBSIDIARIES 

The following information is provided pursuant to the require- 
ments of the Bank Act, securities legislation of certain provinces 
of Canada and the expanded requirements of the new 
Regulations under the Securities Act (Ontario). 


DIRECTORS’ ACCOUNTABLE 
FEES SALARIES BONUSES (1) EXPENSES OTHERS (2) TOTAL 
Remuneration of Directors 
a) Number of directors: (28) 
b) Corporation incurring the expense: , 
Bank of Montreal $930,500 $930,500 
Bank of Montreal Realty Inc. 4,000 4.000 
Bankmont Financial Corp. 25,109 25,109 
The Trust Company of Bank of Montreal 21,100 21,100 
Remuneration of Officers 
a) Number of officers: (233) 
b) Corporation incurring the expense: 
Bank of Montreal $355 /595 52502095329 $6,201,857 52,170,738 
Totals $980,709 $35,759,552 $10,209,329 Nil $6,201,857 $53,151,447 


Notes 1: The amount shown above was paid to officers of the Bank in the last completed financial year in respect of bonuses relating to the 


immediately preceding financial year. 


2: A number of senior and other officers of the Bank are participants in incentive plans. The estimated aggregate of all amounts accrued 
to date representing contributions by the Bank and payable in future years conditionally or otherwise to officers of the Bank who 
received, in the Bank’s last completed financial year, remuneration in excess of $75,000 was $6,201,857. This amount represents the 
aggregate of accruals over a period of several years. Payments to participating executives are made, in general, upon retirement subject 


to applicable conditions. 


Directors’ Compensation 

Directors of the Bank receive remuneration for their services as 
follows: a retainer of $15,000 per annum payable quarterly and 
a fee of $800 per Board Meeting attended. Directors also 
receive an attendance fee of $800 for each meeting of a 
Committee they attend and $800 per diem for official regional 
activities. Committee Chairmen receive an additional $275 per 
meeting. Members of the Executive Committee receive an addi- 
tional annual retainer of $4,000 payable quarterly. Directors 
who are officers of the Bank or of a banking subsidiary do not 
receive fees. Directors are also reimbursed for travel and other 
out-of-pocket expenses incurred in attending Board or 


Committee meetings, and for any reasonable expenses incurred 
while on Bank business. 

Directors of Bank of Montreal Realty Inc. (dissolved April 
1993) received remuneration for their services as follows: a 
retainer of $4,000 per annum payable quarterly and a fee of 
$500 per meeting attended. The Chairman of a meeting received 
an additional $500 per meeting. Directors who were officers of 
the Bank or of a Bank subsidiary did not receive fees. Directors 
were also reimbursed for travel and other out-of-pocket expens- 
es incurred in attending meetings and for any reasonable 
expenses incurred while on subsidiary business. 


Directors of Bankmont Financial Corp. receive remuneration 
for their services as follows: a retainer of U.S.$6,000 per annum 
payable quarterly and a fee of U.S.$1,000 per meeting attended. 
Directors who are officers of the Bank or of a Bank subsidiary 
do not receive fees. Directors are also reimbursed for travel and 
other out-of-pocket expenses incurred in attending meetings and 
for any reasonable expenses incurred while on subsidiary busi- 
ness. 

Directors of The Trust Company of Bank of Montreal 
receive remuneration for their services as follows: a retainer of 
$11,000 per annum payable quarterly and a fee of $950 for each 
day on which they attend in person a meeting, or meetings if 
more than one on any one day, of the Board. An additional 
$950 is paid for each meeting to a Director who acts as 
Chairman of a meeting of the Board of Directors. Directors 
receive $600 for each day on which they attend a committee 
meeting or meetings if more than one on any one day. An addi- 
tional $200 is paid for each meeting to a Director who acts as 
Chairman of a committee. Directors who are officers of the 
Bank or of a Bank subsidiary do not receive fees. Directors are 
also reimbursed for travel and out-of-pocket expenses incurred 
in attending meetings and for reasonable expenses incurred 
while on subsidiary business. 


ANNUAL COMPENSATION LONG-TERM COMPENSATION 


Executive Compensation 

During the last completed financial year, the Bank had 20 
Executive Officers (“Executives”) who collectively received 
$9,134,343 of cash compensation during such year from the 
Bank for services rendered during that year, which includes 
$3,323,060 paid pursuant to the performance related compensa- 
tion plan. For this purpose, “Executives” means the Chairman 
of the Board and Chief Executive Officer, the President and 
Chief Operating Officer and the Vice-Chairmen of the Bank, 
and senior officers in charge of principal business units of the 
Bank, and includes all officers of the Bank performing a policy- 
making function in respect of the Bank. 

Executives are provided with a leased automobile, club mem- 
berships for business development purposes and are given the 
option to participate in a Shareownership Plan. The aggregate 
value of these items for the last completed financial year does 
not exceed the lesser of $25,000 times the number of Executives 
or 10% of the aggregate cash compensation. 

The following table sets forth, for the periods indicated, the 
compensation of the Chief Executive Officer and the five most 
highly compensated executive officers of the Bank, other than 
the Chief Executive Officer, for the year ended October 31, 1993. 
The Chief Executive Officer and such five executive officers are 
referred to collectively as the “Named Executives”. 


AWARDS PAYOUTS 


# SECURITIES RESTRICTED 

NAME AND UNDER SHARES 
PRINCIPAL OTHER ANNUAL SARs (2) OR RESTRICTED LTIP (3) ALL OTHER 
POSITION SALARY ($) BONUS ($)(1) COMPENSATION ($) GRANTED SHARE UNITS ($) PAYOUTS ($) | COMPENSATION ($)(4) 
M.W. Barrett 1993 850,000 900,000 Nil 68,000 Nil Nil 13,696 
Chairman and 1992 800,000 750,000 86,000 Nil Nil 
Chief Executive Officer 19OT 745,000 550,000 102,000. mm. Nil | aI Nil ; j re 
F.A. Comper 1993 620,000 500,000 Nil 38,000 Nil Nil 4,986 
President and Chief 1992 590,000 415,000 47,000 Nil Nil 
Operating Officer 1991 525,000 300,000 51,000 meee Nil Pu Nil ss 
J.S. Chisholm 1993 400,000 164,420 Nil 17,000 Nil Nil bye ey 
Vice-Chairman 1992 400,000 211,323 21,000 Nil Nil 
bi —___ 1991 _400,000_ 87,331 i 30,000 _ Nil Nil ‘Yer oe 
K.O. Dorricott 1993 316,200 SSO o45 Nil 13,000 Nil Nil 2,451 
Vice-Chairman 1992 299,583 171,018 15,000 Nil Nil 
‘(Appointed Apr. 1, 1992) 1991 275,000 (138,096 20,000 eee Ne ie ae 
R.G. Rogers 1993 317,000 189,528 Nil 13,000 Nil Nil 1,300 
Senior Executive 1992 317,000 206,225 17,000 Nil Nil 
Vice-President 1991 302,250 199,527 21,000 Nil Nil 
(Appointed Nov. 1, 1990) 00 ae Se Gee a i eS ae 
A.G. McNally (5) 1993 400,373 231,094 Nil 15,000 Nil Nil 9,096 
Vice-Chairman 1992 355,000 298,510 19,000 Nil Nil 

1991 338,500 256,472 24,000 Nil Nil 


Notes 1: Bonus amounts are paid in cash in the year following the fiscal year in which they were earned. 


2: Stock appreciation rights. The number of SARs have been adjusted to reflect the stock dividend on the common shares of the Bank 


paid on March 20, 1993. 
3: Long-term incentive plan. 


4: For the Named Executives, the amount of deferred bonus totals $648,544 and the amount shown represents the amount of interest 
accrued for the year ended October 31, 1993 under the executive incentive bonus plan. 

5: Mr. McNally resigned the position of Vice-Chairman of the Bank effective August 31, 1993 and on September 1, 1993 assumed the 
post of Chief Executive Officer, Harris Bankcorp, Inc., a subsidiary of the Bank. 


Effective November |, 1987 certain Executives, including cer- 
tain of the Named Executives, are eligible to participate in a 
performance related compensation plan. The plan provides for 
annual cash payments to participants based upon the achieve- 
ment of current fiscal year individual objectives and corporate 
and group objectives predetermined by the Board of Directors. 
Participation in each year is at the discretion of the Board of 
Directors. There is no provision for deferral of payment. 
Amounts payable under this plan are determined as soon as 
practicable after the end of the fiscal year. Amounts paid or dis- 
tributed in the most recently completed fiscal year are included 


in reported cash compensation. 

Prior to November 1, 1987 Executives, including the Named 
Executives, were covered by an executive incentive bonus plan 
pursuant to which a portion of the annual bonus payable to 
such Executives could be deferred depending upon both the 
amount of the bonus and the age of the Executive at the time 
the bonus was awarded. The deferred bonus must be paid upon 
normal retirement, earlier retirement of an Executive with the 
concurrence of the Bank or in the event of termination as a 
result of an employee’s disability or death. In the event of ter- 
mination in other circumstances, payment of the deferred bonus 


is in the discretion of the Bank. Participants in the plan may 
elect, prior to retirement, various methods of receiving the 
deferred bonus upon retirement, including payment by way of a 
life annuity. No amounts were paid or distributed in the most 
recently completed fiscal year. 


Stock Appreciation Rights (SARs) 

Effective November 1, 1989 certain Executives, including the 
Named Executives, became participants in a stock appreciation 
rights plan, known as the Senior Executive Long Term 
Incentive Plan. Each Executive participant is credited with 
phantom stock option units annually, in a number related to 
such Executive’s salary and the common share price of the 


SARs GRANTED DURING YEAR ENDED OCTOBER 31, 1993 


% OF TOTAL 


Bank at the date of award. The Chief Executive Officer’s 
awards are based on 200% of salary, the President’s awards are 
based on 150% of salary and the other participants, 100% of 
salary. Any increase in the common share price of the Bank at 
the end of the five-year term of the units will be paid out in a 
lump sum cash payment to the participant. No amounts were 
paid or distributed in the most recently completed fiscal year 
and since future payments will depend on the market value of 
the Bank’s common shares the amount to be paid in future can- 
not be determined at this time. An accrual of $2,657,500 was 
made in fiscal 1993 against this plan and the total accrued to 

date is $4,791,250. 


MARKET VALUE 
OF SECURITIES 


SARs UNDERLYING SARs 

# SECURITIES GRANTED TO EXERCISE OR ON THE DATE 

UNDER SARs EMPLOYEES IN BASE PRICE (1) OF GRANT (1) EXPIRATION 
NAME GRANTED (1) FINANCIAL YEAR ($/SECURITY) ($/SECURITY) DATE 
M.W. Barrett 68,000 26.8 23.5625 23.5625 Oct. 31, 1997 
F.A. Comper 38,000 15.0 23.5625 23.5625 Oct. 31, 1997 
J.S. Chisholm 17,000 6.7 23.5625 23.5625 Oct 3101997 
K.O. Dorricott 13,000 Ss 23.5625 23.5625 OctySIEN997, 
R.G. Rogers 13,000 Sul 23.5625 23.5625 Octal 9a 
A.G. McNally 15,000 Sy) 23.5625 23.5625 Oct. 31, 1997 


Note 1: The number of SARs and the base price have been adjusted to reflect the stock dividend on the common shares of the Bank paid on 


March 20, 1993. 


AGGREGATE SARs EXERCISED DURING YEAR ENDED OCTOBER 31, 1993 AND YEAR-END SAR VALUES 


$ VALUE OF 
UNEXERCISED 


# SECURITIES AGGREGATE # UNEXERCISED IN-THE-MONEY (3) 

ACQUIRED $ VALUE SARs AT SARs AT 

NAME ON EXERCISE REALIZED OCTOBER 31, 1993 (1)(2) OCTOBER 31, 1993 (1)(2) 

M.W. Barrett Nil Nil 304,000 2,767,625 

F.A. Comper Nil Nil 159,000 1,419,938 

J.S. Chisholm Nil Nil 85,000 797,376 

K.O. Dorricott Nil Nil 61,000 561,751 

R.G. Rogers Nil Nil 67,000 621,126 

A.G. McNally Nil Nil 75,000 694,126 
Notes 1: No SARs are exerciseable before November 1, 1994. 


2: The number of SARs and the base price have been adjusted to reflect the stock dividend on the common shares of the Bank paid on 


March 20, 1993. 


3: “In-the-money” means the excess of the market value of the common shares of the Bank on October 31, 1993 over the base price of 


the SARs. 


Pension Plan 

Executives, including the Named Executives, are covered by a 
pension plan. The non-contributory portion, shown in the table 
which follows, allows benefits, for service to June 30, 1987, equal 
to 2.0% of the three-year average of the individual’s highest 
salary (to a maximum salary of $85,750) times the number of 
years of plan membership (to a maximum of 35 years) plus 
1.25% of the five-year average highest salary in excess of $85,750 
(to a maximum salary of $250,000) times the number of years of 
plan membership. For service from July 1, 1987 the plan allows 
benefits equal to 1.25% of the five-year average of the individ- 
ual’s highest salary (to a maximum salary of $250,000) times the 
number of years of plan membership. In addition, effective 


July 1, 1987, members of the plan may contribute, on a volun- 
tary basis, an amount equal to 4.5% of annual salary (to a max- 
imum salary of $250,000). Benefits under the contributory por- 
tion of the plan are equal to 0.75% of the five-year average 
highest salary (to a maximum salary of $250,000) times the 
number of years of contributions. The plan allows for early 
retirement at age 50 with the completion of 2 years’ member- 
ship. Generally, benefits are reduced by 6% per year for retire- 
ment between the ages of 50 and 54 and 3% per year for retire- 
ment between the ages of 55 and 59. No reduction is applicable 
for ages 60 to 64. Pension benefits are subject to Canada 
Pension Plan offset deductions for service after July 1, 1987. 


Estimated annual benefits payable upon retirement to persons 
of the specified compensation and years of credited service 
classifications are as shown in the following table. Such 


ESTIMATED ANNUAL BENEFITS PAYABLE UPON RETIREMENT 


amounts assume payments in the form of a joint and sixty 
percent survivor annuity. 


~ YEARS OF SERVICE 


$ COMPENSATION 15 20 25 30 35 
125,000 29,014 40,042 48,709 56,522 64,334 
150,000 33,701 46,292 56,522 65,897 75,272 
175,000 38,388 52,542 64,334 9597 86,209 
200,000 43,076 58,791 “79,147 i 84,647 97,147 
225,000 47,763 65,041 79,959 94,022 108,084 
250,000 52,451 71,291 87,772 ine 119,022 

300,000 52,451 71,291 gape ioso7 arn COT 76.999 
400,000 52,451 71,291 87,772 103,397 119,022 
600,000 52,451 71,291 87,772 ; 103,397 119,022 
800,000 52,451 Tol 87,772 manigIsa7e 119,022 
1,000,000 52,451 71,291 87,772 103,397 119,022 
1,200,000 52,451 71,291 87,772 ’ 103,397 : 119,022 


The estimated full years of actual credited service in the pension 
plan, at their normal retirement date, for the Named Executives 
are as follows: Mr. M.W. Barrett, 35 years, Mr. F.A. Comper, 
42 years, Mr. J.S. Chisholm, 40 years, Mr. K.O. Dorricott, 
25 years, Mr. R.G. Rogers, 38 years, and Mr. A.G. McNally, 
35 years. 


Retirement Allowance for Certain Executives 

Of the Named Executives, upon retirement, each of the Chief 
Executive Officer, the President and the Vice-Chairmen is enti- 
tled to receive an annual retirement allowance during his life- 
time pursuant to retirement agreements with the Bank. Except 
for the Chief Executive Officer, the agreements require continu- 
ous employment with the Bank or a Bank subsidiary until the 
age of 62. If this condition is not met the retirement allowance 
is forfeited. The agreement for the Chief Executive Officer 
requires continuous employment with the Bank until the age of 
60 but allows for early retirement at the age of 55 subject to a 
reduction in his retirement allowance of 5% per year for retire- 
ment between the ages of 55 and 60. The Chief Executive 
Officer, the President and the Vice-Chairmen each will receive 
an annual retirement allowance based on 70% of their best 
average earnings less whatever annual amount is payable to 
them from the pension plan of the Bank and/or a pension plan 
of a subsidiary. Best average earnings is the sum of the final 
twelve months salary plus 1/Sth of the aggregated bonuses 
awarded to him in respect of the previous completed five fiscal 
years of the Bank. If any such individual is receiving an annual 
retirement allowance at the time of his death the Bank would, 
subject to certain deductions, pay annually to his surviving 
spouse during her lifetime sixty percent of such retirement 
allowance. If such individual or his spouse is receiving an annu- 
al retirement allowance at the time of the death of the survivor 
of them, the amount that would otherwise be paid to the 
spouse upon his death would be divided and paid in equal 
shares for the benefit of any surviving dependent children. 


Based on current compensation the estimated annual benefits 
payable upon retirement are as follows: Mr. M.W. Barrett 
— $969,500, Mr. F.A. Comper — $643,300, Mr. J.S. Chisholm 
\~ $369,600, Mr. K.O. Dorricott — $307,300 and Mr. A.G. 
McNally — $414,400. 


Composition of the Compensation Committee 

The Board of Directors upon the advice of the Human 
Resources and Management Compensation Committee deter- 
mines executive compensation for the Bank. The Human 
Resources and Management Compensation Committee is com- 
prised of the six independent directors named in the “Report on 
Executive Compensation by the Human Resources and 
Management Compensation Committee’. The Chairman and 
Chief Executive Officer is a non-voting member of this 
Committee, but does not participate in discussions concerning 
his compensation. 


Report on Executive Compensation by the 

Human Resources and Management 

Compensation Committee 

The Human Resources and Management Compensation 
Committee meets as required, but at least quarterly. The 
Committee reviews management compensation policies and ben- 
efits, monitors management succession planning and conducts 
an annual review of the overall condition and quality of the 
Bank’s human resources. In addition, the Committee has the 
specific mandate to review and approve executive compensation. 
In carrying out this mandate, the Committee assesses on an 
annual basis the performance of the Chief Executive Officer 
against established objectives and reviews performance reports 
submitted for other executive officers. 


Compensation Philosophy and Process 
All employees of the Bank, from entry-level to chief executive 
officer, receive compensation based on the market value of the 


job they perform, internal pay equity and their level of individ- 
ual performance on the job. In order to attract and retain the 
best employees, the Bank regularly surveys the job market in 
Canada to ensure that its compensation levels and practices are 
fully competitive, at all levels. 

To achieve this when determining executive compensation, 
the Human Resources and Management Compensation 
Committee engages independent compensation consultants to 
gather information regarding the compensation practices of 
comparable financial institutions. Based on these findings, the 
Committee approves ranges for the base salaries of the execu- 
tive officers of the Bank. 

To remain competitive with compensation practices in the 
industry the Bank also offers a performance related compensa- 
tion plan, in addition to base salary, for all executive officers. 
Because executive officers participate in this plan, their salaries 
are generally not permitted to exceed mid-point of their salary 
range. Instead, they are eligible to receive bonuses equal to a 
percentage of their base salaries. After a formal review process, 
these bonuses are awarded on the basis of a combination of the 
individual executive officer’s own performance, their group’s 
performance, and the overall performance of the Bank. 

The Board of Directors will set aside funds for these bonus 
awards only when the Bank’s return on equity is at least five 
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percentage points higher than the equivalent of a risk-free rate 
of return (defined as the tax-adjusted yield of a 10-year 
Government of Canada bond). 

Individual and group performance is assessed objectively by 
measuring results achieved, in absolute terms, compared with 
pre-determined goals and standards. The overall performance of 
the Bank is assessed, in relative terms, against the performance 
of its peer group which, in addition to the Bank, comprises 
Royal Bank of Canada, Canadian Imperial Bank of Commerce, 
The Bank of Nova Scotia, The Toronto-Dominion Bank and 
National Bank of Canada’. This comparison is reported pub- 
licly as an integral part of the Bank’s reports to shareholders, 
and is shown for fiscal 1992 in the table below. This “score- 
card” demonstrates that the Bank achieved its goal of top-tier 
(top two) status on the major measures of financial performance 
and condition. The assessment and compensation of all execu- 
tive officers in 1993 is influenced significantly by this scorecard. 

The more senior the employee, the more closely the employ- 
ee’s compensation is tied to the performance of the Bank. For 
example, for a vice-president, incentive bonuses generally equal 
less than one-quarter of base salary; for the Chief Executive 
Officer, more than two-thirds. This reflects the reality that the 
more senior the officer, the more impact his or her actions will 
have on the Bank’s performance. 


SIX BANKS (1) 


RANK PERFORMANCE AVERAGE TOP TIER 
KEY PERFORMANCE MEASURES 1992 1992 1992 1992 
Return on Common Shareholders’ Investment “3rd Ist 31.8% 8.8% 26.8% 
CreditRatings = pe ne 3rd a Oe TT , 
Profitability 4 ees 3rd 2nd 1, 2. okie Pn Seen 14.1% 
Earnings Growth m7 2nd “Ist . 7.5% (50.29% 6.8% 
Productivity). : ee 3rd 62.2% "62.0% ~~ aspen 
Capital 5 bar z LAS fag e4thoOne 3rd 8.919 Sperete= 18000Qhong aa 9.17% 
Asset Quality (3) Reh S a Ist oad 0.85% 1.49% ee ha 
Lignidive. ame a ee Oe oen ies ete) i cue aS Te, oD 230% 


Notes |: Bank of Montreal, Royal Bank of Canada, Canadian Imperial Bank of Commerce, The Bank of Nova Scotia, The Toronto-Dominion Bank 


and National Bank of Canada. 


2: Productivity is measured by the ratio of non-interest expense to total revenue. 
3: Asset Quality is measured by the ratio of provision for credit losses to average total loans. 


Since 1990, the market value of the shareholders’ investment 
in the Bank has increased by approximately $3 billion, reflecting 
a doubling of the common share price. Improving the return to 
shareholders is a major objective of the top executive officers of 
the Bank. Striking a proper balance between short and long- 
term considerations is critical to the long-term health of the 
Bank and sustaining growth in share value. The Committee 
believes that long-term incentives play an important role in 
aligning the interests of executive officers and the Bank’s share- 
holders. In keeping with this principle, the Bank established a 
modified stock appreciation rights plan in 1989, the Senior 
Executive Long Term Incentive Plan, which is available to exec- 
utive officers with the rank of executive vice-president and 
above (14 executive officers are currently eligible). Under this 
plan, participants are allotted a number of share option units 
each year in proportion to the participant’s base salary and 
based on the share price at year-end. The value of the units fluc- 
tuates with the price of the common shares of the Bank. Five 
years after each issue of units is allotted, the plan participants 
will be paid a sum equal to the amount by which the value of 


these units has risen, if any. Plan participants will be eligible to 
receive payments under this plan starting in fiscal 1995. 


Chief Executive Officer Compensation 

The performance of the Chief Executive Officer is measured not 
only against the goals, objectives and standards on the financial 
scorecard, but also on a variety of non-financial dimensions. 
The Human Resources and Management Compensation 


' To reflect the increasing North American orientation of the Bank’s 


strategy, a peer group, currently comprising 18 banks, will be the com- 
parator group. The new peer group will comprise BankAmerica 
Corporation, Bankers Trust New York Corporation, The Bank of New 
York Company, Inc., Banc One Corporation, The Chase Manhattan 
Corporation, Chemical Banking Corporation, Citicorp N.A., First 
Union Corporation, National Bank of Detroit, NationsBank 
Corporation, PNC Bank Corp., J.P. Morgan & Co. Incorporated, Wells 
Fargo & Company, Royal Bank of Canada, Canadian Imperial Bank of 
Commerce, The Bank of Nova Scotia, The Toronto-Dominion Bank 
and Bank of Montreal. 


Committee, in consultation with the Board of Directors, pre- 
pares annually a written evaluation of the Chief Executive 
Officer, covering performance in the following areas: 

Financial performance and condition, 

Marketing and customer satisfaction, 

Human resources management, 

Technology and infrastructure management, 

Community service and Bank reputation, 

Strategic positioning, and 

Corporate governance. 


Based on this performance review, which is documented and 
formally discussed with him, the Human Resources and 
Management Compensation Committee rates the performance 
of Mr. Barrett, the Chairman and Chief Executive Officer. In 
addition, the Committee comments on the Chairman’s appraisal 
of the President and Chief Operating Officer, and individually 
reviews the appraisals of the Vice-Chairmen and certain other 
executive officers. The rating assigned is directly related to the 
size of bonus awards and salary adjustments. 

On the basis of his own performance and the Bank’s perfor- 
mance in fiscal 1992 (the most recent year reviewed), Mr. 
Barrett was awarded an incentive bonus equal to 112.5% of his 
base salary. Executive salaries are reviewed annually and adjust- 
ed on May 1. In 1993, Mr. Barrett was awarded a 12.5% 
increase in his base salary. This increase was the final portion of 
a four-year plan to bring Mr. Barrett’s compensation to a level 
equivalent to that of his peers. The table under the caption 
“Executive Compensation” summarizes the compensation data 
for the Chairman and Chief Executive Officer and the other 
Named Executives, as required by the new regulations under 
the Securities Act (Ontario). 


Summary 
In summary, all employees of the Bank receive compensation 
based on the same set of principles: 

-Market forces, independently surveyed, determine pay levels; 

total compensation paid for each job classification is compet- 

itive with the market for similar jobs and levels of perfor- 
mance, and reflects the principle of pay equity; and 

-For any given job classification, if the market generally pro- 

vides for incentive pay programs in addition to base pay, the 

Bank will provide competitive programs. 

The amount and nature of executive compensation is not 
determined by Bank management, but by the Board of 
Directors, acting on behalf of shareholders. Their decisions are 
based on advice provided by independent compensation consul- 
tants retained directly by the Committee, and conform to the 
same principles applied to all other employees of the Bank. The 
principle of “pay for performance” is strongly reinforced in the 
design of all compensation plans. 


Compensation for the Chairman and Chief Executive Officer 
and the other executive officers was determined following the 
principles and procedures outlined in this report. 

Submitted by the Human Resources and Management 
Compensation Committee of the Board of Directors: 

Ralph M. Barford (Chairman) 

Charles F. Baird (retired January 18, 1993) 

Pierre Cété 

C. William Daniel 

Louis A. Desrochers 

John F. Fraser (appointed January 18, 1993) 

Lorne C. Webster 

Matthew W. Barrett (non-voting) 


Performance Graph 

The following compares the total cumulative shareholder return 
for $100 invested in common shares of the Bank on October 31, 
1988 with the cumulative total return of the TSE 300 Stock 
Index for the five most recently completed financial years. 


Cumulative Return ($) 
300 


255.1 


250 


1988 1989 1990 1991 1992 1993 


Legend: —#— Bank of Montreal Common Shares 
} Toronto Stock Exchange 300 Index 


Note: Dividends declared on common shares of the Bank are assumed to 
be reinvested at the share price on the payment date. The TSE 300 
Index is the total index return, including dividends reinvested. 


INDEBTEDNESS OF DIRECTORS, EXECUTIVE 
OFFICERS AND SENIOR OFFICERS 

As at November 19, 1993 the aggregate amount of indebtedness 
incurred in connection with the purchase of securities of the 
Bank or any of its subsidiaries by all directors, officers, 
employees and former directors, officers and employees of the 
Bank or any of its subsidiaries amounted to $19,760,428. 


The following table sets forth the indebtedness (other than 
routine indebtedness) incurred by directors and Executives for 
the purchase of securities of the Bank or any of its subsidiaries. 


LARGEST $ AMOUNT $ AMOUNT # FINANCIALLY ASSISTED 
NAME AND INVOLVEMENT OUTSTANDING OUTSTANDING SECURITIES PURCHASES SECURITY 
PRINCIPAL OF ISSUER OR DURING YEAR ENDED AS AT DURING YEAR ENDED FOR 
POSITION SUBSIDIARY OCTOBER 31, 1993 NOVEMBER 19, 1993 OCTOBER 31, 1993 INDEBTEDNESS 
M.W. Barrett Bank as 275,000 275,000 Nil Nil 
Chairman and Chief Executive Officer Lender 
F.A. Comper Bank as 136,983 136,983 Nil Nil 
President and Chief Operating Officer Lender 
N.R. Macmillan Bank as 4,130 Nil Nil Nil 
Executive Vice-President Lender 
M.R.P. Rayfield Bank as 5,711 Nil Nil Nil 
Executive Vice-President Lender 


Mr. M.W. Barrett, Toronto, has a loan for the purchase of 
common shares of the Bank at an annual rate of interest of 
prime. The loan matures on December 1, 1998. 


Mr. F.A. Comper, Toronto, has a loan for the purchase of 
common shares of the Bank at an annual rate of interest of 
prime. The loan matures on December 1, 1993. 


Mr. N.R. Macmillan, Executive Vice-President, Risk 
Management Policy, Toronto, had a loan for the purchase of 
common shares of the Bank at an annual rate of interest of 
1/2 prime. 


Mr. M.R.P. Rayfield, Executive Vice-President, Corporate 
Banking, Toronto, had a loan for the purchase of common 
shares of the Bank at an annual rate of interest of 1/2 prime. 


As at November 19, 1993 the aggregate amount of indebted- 
ness incurred, other than in connection with the purchase of 
securities of the Bank or any of its subsidiaries, by all directors, 
officers, employees and former directors, officers and employees 
of the Bank or any of its subsidiaries amounted to 
$1,068,481,752. This represents 15,533 mortgage loans in the 
aggregate amount of $821,429,721 and 27,155 personal loans in 
the aggregate amount of $247,052,031. 


The following table sets forth the indebtedness (other than 
routine indebtedness) incurred by directors and Executives other 
than for the purchase of securities of the Bank or any of its 
subsidiaries. 


LARGEST $ AMOUNT $ AMOUNT 
NAME AND INVOLVEMENT OUTSTANDING OUTSTANDING 
PRINCIPAL OF ISSUER OR DURING YEAR ENDED AS AT 
POSITION SUBSIDIARY OCTOBER 31, 1993 NOVEMBER 19, 1993 
M.W. Barrett Bank as 94,163 TESLA 
Chairman and Chief Executive Officer Lender 
J.S. Chisholm Bank as 10,160 6,358 
Vice-Chairman Lender 
K.O. Dorricott Bank as Nil 6,000 
Vice-Chairman Lender 
R.G. Rogers Bank as 126,316 55,835 
Senior Executive Vice-President Lender 
L.C. Atkinson Bank as 490,169 461,383 
Executive Vice-President Lender 
L.F. Darlington Bank as 267,983 261,224 
Executive Vice-President Lender 
M.R.P. Rayfield Bank as 343,694 307,003 
Executive Vice-President Lender 
R.B. Wells Bank as 9,400 9,400 
Executive Vice-President Lender 3 
S. Zargham Bank as 298,489 285,100 
Senior Vice-President Lender 
C.B. Begy Bank as 324,266 309,580 
Vice-President Lender 
A.G. Paddock Bank as 72,280 66,100 
Vice-President Lender 
V.K. Sarin Bank as 163,534 141,961 
Vice-President Lender 


Mr. M.W. Barrett, Toronto, has an ordinary loan in the 
amount of $75,027 at an annual rate of interest of prime. The 
loan matures on September 17, 1996. 


Mr. J.S. Chisholm, Vice-Chairman, Corporate and Institutional 
Financial Services, Toronto, has an investment loan in the 
amount of $6,358 at an annual rate of interest of 1/2 prime. 
The loan matures on June 5, 1995. 


Mr. K.O. Dorricott, Vice-Chairman, Corporate Services, 
Toronto, has an ordinary loan in the amount of $6,000 at an 
annual rate of interest of 1/2 prime. The loan matures on 
January 2, 1994. 


Mr. R.G. Rogers, Senior Executive Vice-President, Personal 
and Commercial Financial Services, Toronto, has an ordinary 
loan in the amount of $55,835 at annual rates of interest of 
1/2 prime and prime. The loan matures on July 26, 1995. 


Mr. L.C. Atkinson, Executive Vice-President and Chief 
Economist, Toronto, has an ordinary loan maturing June 25, 
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2001 in the amount of $82,267 at annual rates of interest of 1/2 
prime and prime, an ordinary loan maturing January 1, 1994 in 
the amount of $23,000 at an annual rate of interest of prime 
and a mortgage loan secured against his residence maturing 
May 1, 1994 in the amounts of $45,202, $261,614 and $49,300 
at annual rates of interest of 3%, 7.75% and 9.25% respectively. 


Mr. L.F. Darlington, Executive Vice-President, Operations, 
Toronto, has an ordinary loan maturing September 8, 1997 in 
the amount of $26,959 at annual rates of interest of 1/2 prime 
and prime and an ordinary loan maturing July 9, 1998 in the 
amount of $234,265 at an annual rate of interest of prime. 


Mr. M.R.P. Rayfield, Executive Vice-President, Corporate 
Banking, Toronto, has an ordinary loan maturing March 25, 
1994 in the amount of $2,148 at an annual rate of interest of 
1/2 prime and a mortgage loan secured against his residence 
maturing August 1, 1996 in the amounts of $42,364, $125,675 
and $136,816 at annual rates of interest of 3%, 9.75% and . 
11.25% respectively. 


Mr. R.B. Wells, Executive Vice-President and Chief Financial 
Officer, Finance Group, Toronto, has an ordinary loan in the 
amount of $9,400 at an annual rate of interest of 1/2 prime. 
The loan matures on October 25, 1994. 


Mr. S. Zargham, Senior Vice-President and Chief Auditor, 
Toronto, has an investment loan maturing October 10, 1996 in 
the amount of $89,768 at annual rates of interest of 1/2 prime 
and prime and a mortgage loan secured against his residence 
maturing May 1, 1996 in the amounts of $112,017 and $83,315 
at annual rates of interest of 3% and 9.25% respectively. 


Mr. C.B. Begy, Vice-President and Chief Accountant, Toronto, 
has an ordinary loan maturing May 20, 1997 in the amount of 
$15,707 at an annual rate of interest of 1/2 prime and a mort- 
gage loan secured against his residence maturing October 1, 
1997 in the amount of $293,873 at an annual rate of interest of 
6.5%. 


Mr. A.G. Paddock, Vice-President, Finance, Finance Group, 
Toronto, has an investment loan in the amount of $66,100 at 
annual rates of interest of 1/2 prime and prime. The loan 
matures on July 6, 2002. 


“Mr. V.K. Sarin, Vice-President and Corporate Controller, 
Toronto, has an ordinary loan maturing January 10, 1995 in 
the amount of $5,709 at an annual rate of interest of 1/2 prime 
and a mortgage loan, secured against his residence maturing on 
October 1, 1997 in the amounts of $41,870, $66,946 and $27,436 
at annual rates of interest of 3%, 7% and 8.5% respectively. 


1) 


DIRECTORS’ AND OFFICERS’ INSURANCE 

On April 27, 1982, the Board of Directors authorized the pur- 
chase of liability insurance for Bank directors and officers. In 
respect of the policy year from October 31, 1993 to October 31, 
1994, the premium payable by the Bank is $440,000. The policy 
provides coverage for a $15 million total limit for each and 
every loss, with a deductible of $10,000 for each director or 
officer and an aggregate deductible of $100,000 if two or more 
directors and officers are involved in a loss. 

Subject to the limitations of the Bank Act and By-law Seven 
of the Bank, a director or officer would be entitled to claim 
from the Bank costs, charges and expenses incurred (including 
an amount paid to settle an action or satisfy a judgment) in 
respect of any action or proceeding to which a director or offi- 
cer is a party by reason of being a Bank director or officer. 


DIRECTORS’ APPROVAL 

This Proxy Circular is dated as of November 19, 1993 and 
except as otherwise indicated, all the information contained in 
this Proxy Circular is given as of that date. The Board of 
Directors of the Bank has approved the contents and the send- 
ing of this Proxy Circular to the shareholders. 


Dereck M. Jones 
Senior Vice-President, Secretary 
, and General Counsel 


SCHEDULE A 


STATEMENT OF ATTENDANCE OF DIRECTORS 
For the 12 month period ended November 30, 1993 


EXECUTIVE OTHER 

MEETINGS  SMEETINGS  SAEETINGS 
DIRECTOR RESIDENCE ATTENDED ATTENDED ATTENDED* 
Matthew W. Barrett Toronto, Ont. 9 13 14 
F. Anthony Comper Toronto, Ont. 9 12 20 
Charles F. Baird (retired Jan. 18, 1993) Bethesda, Md. 1 2 2 
Ralph M. Barford Toronto, Ont. 9 13 14 
David R. Beatty, O.B.E. Toronto, Ont. 6 i i 
Retetd: Gy Bentley O;G el: Vancouver, B.C. 8 NS) 
Pierre Coté, C.M. Quebec, Que. i 13 16 
C. William Daniel, O.C., LL.D. North York, Ont. 8 11 10 
Graham R. Dawson Vancouver, B.C. 8 7 
Louis A. Desrochers, Q.C. Edmonton, Alta. 8 12 7 
John F. Fraser, O.C., LL.D. Winnipeg, Man. 7 ul 
John H. Hale London, England 9 4 
Donald S. Harvie, O.C. Calgary, Alta. 6 10 
Robert E. Kadlec West Vancouver, B.C. 9 i 
Betty Kennedy, O.C., LL.D. Milton, Ont. 9 13 10 
Geraldine A. Kenney-Wallace, LL.D. Toronto, Ont. 9 6 
Stanley Kwok (elected Jan. 18, 1993) West Vancouver, B.C. 6 2 
J. Blair MacAulay Oakville, Ont. 9 14 11 
Ronald N. Mannix Calgary, Alta. 8 8 
Robert H. McKercher, Q.C. Saskatoon, Sask. 9 11 
Eric H. Molson Montreal, Que. 9 8 
Jean C. Monty Toronto, Ont. 8 8 
William D. Mulholland, LL.D. Georgetown, Ont. i 2 4 
Jerry E.A. Nickerson North Sydney, N.S. 9 
Jeremy H. Reitman Westmount, Que. 9 11 
Guylaine Saucier, C.M., F.C.A. Montreal, Que. 8 8 
William W. Stinson Montreal, Que. 8 9 
Mary Alice Stuart, C.M., O.ONT., LL.D. Toronto, Ont. ) 17 
James C. Thackray Toronto, Ont. 8 16 
Lorne C. Webster Montreal, Que. 9 14 [5 
B. Kenneth West Lake Forest, Ill. 8 
*Includes attendance at Board meetings of the Pension Fund Society. 
SUMMARY OF BOARD AND COMMITTEE MEETINGS HELD 
BOGE Oye ee rare eae cies teers Reena nea ORR TRL ena Pe 9 Pension Bund socletysBoardees.ctee yar. caters ecetteeee tomer eee 4 
Audit: Committ@ee.2% etc a artis ease ee reac ee nc 3 Examinin ge Committee tees serescre secenenectes.cscee ceo eses Sorte teccresaaes p 
GonductiReview Comittee ree. eerecctcamete caer reer nearer 4 Investient ‘C ommilttech een ett onmecencnectcecheey cis exe- caves exetacanes 4 
Donations: Gommitteers ees eer ee een eee ee 4 Regional Committees of the Board of Directors 
bopeanisGommit eer ccc cn eee een cee eee eed. eee 4 ASCOT Ieee eee ae teen enn Me ee reese AAs es asst 4 
BxecuiIVe’ COMMIttC cs meena: Sucre a meee ane en ee 14 Gertie sc acer nese. soe ae ete ones Perec cnepeee ee tans casrmnateacetecaan 3 
Human Resources and Management Compensation Committee... 5 Westenra es cae te cece sta tose ha tenen tater eeeteevtvasorie ns aatetedireeoeeaatse 4 
INominaping, @ onimnittcerar nn ces oan eee eee 4 Rusk: Review Commltteetsccc «cont cetsrereencerse res ee sess tae Seer eacs 4 


Total Number of Meetings Held ..............ccsssccsesevsnvseceressessnees 72 
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Financial Goals 


& Measures 


SUPPLEMENT TO THE 1993 ANNUAL REPORT 


BANK OF MONTREAL IS A FULL-SERVICE NORTH AMERICAN BANK, OFFERING A COMPREHEN- 


SIVE RANGE OF FINANCIAL PRODUCTS TO MEET THE NEEDS OF CUSTOMERS. BECAUSE THE 


PRIMARY GOAL OF THE BANK'S FINANCIAL STRATEGY IS TO INCREASE SHAREHOLDER VALUE 


WHILE SAFEGUARDING DEPOSITORS’ FUNDS, WE CONSTANTLY MONITOR A SET OF EIGHT 


KEY FINANCIAL MEASURES WHICH BALANCE PROFITABILITY AND PRUDENTIAL CONCERNS. 


THE GRAPHS AND STATISTICS ON THE FOLLOWING PAGES ASSESS BANK OF MONTREAL'S 


PERFORMANCE ON THESE MEASURES BY COMPARISON TO THE SIX LARGEST CHARTERED 


BANKS IN CANADA. OUR GOAL IS TO RANK CONSISTENTLY AMONG THE TOP TWO OF THESE 


SIX BANKS ON ALL OF THESE MEASURES. THE BACK PANEL COMPARES BANK OF MONTREAL'S 


PERFORMANCE ON THESE MEASURES TO THE AVERAGE OF 18 MAJOR NORTH AMERICAN BANKS. 


Bank of Montreal’s performance ranking among the six major Canadian banks in 1993, as indicated in 
the table below, was equal to or better than the average on six of the eight financial goals and measures. 
Also, the Bank achieved top-tier (top two) status on five of the measures in 1993. 


Bank of Montreal Six Banks* 

Rank Rank Performance Average Top Tier 
Key Performance Measures 1992 1993 1993 1993 1993 
Return on Common Shareholders’ Investment 1st 4th 18.7% 20.1% 25.5% 
Credit Ratings 3rd 3rd A+ A+ AA- 
Return on Equity 2nd 2nd 14.1% 9.0% 14.1% 
Earnings Growth 1st 4th 10.9% 57.4% NM 
Productivity 3rd 2nd 60.0% 62.7% 60.0% 
Capital Adequacy 3rd 2nd 10.3% 9.8% 10.3% 
Asset Quality 2nd 2nd 0.94% 1.10% 0.94% 
Liquidity 1st 1st 30.3% 24.0% 24.6% 


*Bank of Montreal, Royal Bank of Canada, Canadian Imperial Bank of Commerce, The Bank of Nova Scotia, 
The Toronto-Dominion Bank and National Bank of Canada. 
NM — not meaningful. 


SHAREHOLDER RETURN ON INVESTMENT Return on Common Shareholders’ Investment 
The Bank measures return on common share- 18.7% in 1993 
holders’ investment by expressing the total of Common Dividends and Unrealized Capital Gain (Loss) 


- : : : as a % of Share Cost at Beginning of Fiscal Year 
dividends and growth in the share price during oe ae 


the year as a percentage of the share price at the 50 
beginning of the fiscal year. Bank of Montreal’s 


common share price increased over $3.00 to 40 
$26% during 1993, representing a capital gain 


ce 30 
of 14.0%. This increase in share price, together 
with a dividend yield of 4.7%, generated a total 34 
return on investment of 18.7%. Over the last four 
fiscal years, the annualized return on the Bank’s 10 
common shares was 20.8% — the second highest 
return among the six major Canadian banks. 2 
Additional discussion in the 1993 Annual Report on page 26. 
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CREDIT RATINGS 

External credit rating agencies closely monitor an organization’s financial performance and rate its 
financial strength relative to other borrowers on a regular basis. These ratings affect the organization's 
cost of borrowing and ability to access debt markets. All major credit rating agencies maintained their 
strong rating of Bank of Montreal during fiscal 1993. Bank of Montreal’s subordinated debenture rating 
by Standard & Poor’s remained at A+, equal to the average of the six major Canadian banks. 
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1993 was another challenging year for the banking 
industry. Our customers’ finances continued to be 
adversely affected by the weak economic environ- 
ment, limiting demand for banking services and 
bringing higher than normal loan losses. At the 
same time, greater stability in the level of interest 
rates and sharper competition for available business 
reduced profit margins in comparison to 1992. 

At Bank of Montreal, we continued to work 
hard to ensure that the Bank remains a top-tier 
performer, consistently achieving first or second 
place among the six major Canadian banks. In 
March 1993 we introduced Vision 2002, the strate- 
gic direction that will take Bank of Montreal into 
the next century. By focusing on expanding in key 
priority markets, and achieving earnings and asset 
diversification through a broader economic and 
geographic earnings base, Vision 2002 is designed 
to increase the value of your investment and keep 
Bank of Montreal in the top tier of the industry 
tomorrow as well as today. 

You will find a more detailed discussion of 

our vision in the front section of the 1993 Annual 
Report. In this supplement to the Annual Report, 
I shall briefly summarize the highlights of our 
financial performance in 1993 and compare it to 
that of our Canadian peers. 
For the fiscal year ended October 31, 1993, the 
Bank achieved a return on investment of 18.7%. 
This return comprises a dividend yield of 4.7% and 
a capital gain of 14.0%. During 1993 the Bank’s 
market capitalization increased by over $900 million 
to $6.7 billion. 

The Bank continued to generate strong earnings 
growth and a superior return on equity. Continuing 
revenue growth and improving productivity more 
than offset a higher provision for credit losses and 
increased net income for 1993 by 10.9% to $709 
million. The Bank’s return on equity for the year 
was 14.1% — second among the six major Canadian 
banks. This is the fourth consecutive year that the 
Bank achieved a return on equity within the 14% 
to 15% range, despite weak economic conditions 
and a historically low inflation rate. 

The productivity ratio or cost to revenue ratio 
(as measured by the proportion of non-interest 
expense to total revenue) improved to 60.0%, the 
best level we have achieved in a decade, and ranked 
Bank of Montreal in second place. This improve- 
ment reflects our success in continuing to manage 
costs while at the same time earning higher revenues 


in our priority markets. 


The Bank’s total capital ratio strengthened to 10.3% 
— well in excess of the 8% minimum regulatory 
requirement. The Bank’s Tier 1 capital ratio, which 
consists of equity capital, is the strongest among 
major Canadian banks at 7.4%. 

The Bank’s asset quality ratio in 1993 was 0.94%, 
placing us second in our Canadian peer group. This 
showing reflected a provision for credit losses of 
$675 million. The 1993 level of specific provisions 
declined by $69 million from 1992 despite a higher 
level of provision required for real estate. 

We, maintained our strong liquidity position 
with a ratio of 30.3%, the best in the Canadian 
industry. Our high liquidity gives us the flexibility 
to expand customer relationships when profitable 
opportunities arise. 

Overall, these are encouraging results. For all 
our stakeholders, the Bank constantly strives to main- 
tain a balance between profitability and prudential 
objectives, and in particular, to earn a consistently 
superior return on your investment in the Bank. We 
have made significant progress toward those goals 
in 1993 and over the past four years. But there is 
still much to be done, especially as our strategic 
focus expands to include all of North America. 
That trend makes it appropriate to compare our 
performance with our banking peers across North 
America, and this year for the first time we are pro- 
viding a scorecard comparison with the 18 largest 
North American banks. You will find it on the back 
panel, and I hope it will show you both how far Bank 
of Montreal has come, and the areas where we have 


still to improve to match our North American peers. 


FAL u, ) -~ 


F. ANTHONY COMPER 
PRESIDENT AND 
CHIEF OPERATING OFFICER 
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RETURN ON EQUITY 

Profitability, as measured by return on average 
common shareholders’ equity, was 14.1% for 1993, 
unchanged from last year. Despite continuing weak 
economic conditions and a historically low level of 
inflation, the Bank achieved its fourth consecutive 
year of returns on equity in the range of 14.0% to 
15.0%. Bank of Montreal’s return on equity in 1993 
ranked second among the six major Canadian banks. 
Additional discussion in the 1993 Annual Report on page 27. 


EARNINGS GROWTH 

Net income in 1993 increased 10.9% to $709 million. 
The increase was due to higher business volumes, 
which generated revenue growth, and to improved 
productivity, more than offsetting the higher pro- 
vision for credit losses. This was the Bank’s fourth 
consecutive year of earnings growth. This growth 
averaged 10.8% compared to an average decline of 
7.3% for the industry over the period 1990-1993. 
Earnings growth for the major banks in 1993 aver- 
aged 57.4%, reflecting the low earnings level in 1992 
recorded by several Canadian banks. 


Additional discussion in the 1993 Annual Report on page 30. 


PRODUCTIVITY 

Productivity is measured by the ratio of non-interest 
expense to total revenue; a lower ratio indicates 
better productivity. In 1990, the Bank established 
a short-term goal of achieving a productivity ratio 
equal to or better than that of the six major Canadian 
banks by 1993. This goal was achieved. In 1993, 
the productivity ratio averaged 60.0%, better than 
the industry average of 62.7%. The continuing 
improvement in productivity reflects our effective 
cost control program which has held the rate of 
expense growth well below the rate of growth in 
revenues. In 1989, the productivity ratio was 65%. 
At 1993 revenue levels, each one percentage point 
reduction in the ratio is the equivalent of removing 
nearly $50 million from our cost base. 


Additional discussion in the 1993 Annual Report on page 37. 


-40 


-60 


70 


67 


64 


61 


58 


55 


Profitability - 141% Return on 
Common Shareholders’ Equity 


Top Tier 


>< —_— 
N= 
1989 1990 1991 1992 1993 
@ Bank of Montreal ™ Six Bank Average 


Earnings Growth — Consistent Growth 
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CAPITAL ADEQUACY 

Capital adequacy is measured by the ratio of equity 
and long-term subordinated debt to the level of assets, 
weighted by the degree of risk involved. The Bank’s 
total risk-weighted capital ratio strengthened to 10.3% 
(11.1% based on the U.S. guidelines), well in excess 
of regulatory requirements of 8% and above the 
industry average. The Bank strengthened its capital 
base in 1993 primarily through earnings retention, 
the issue of subordinated debentures and notes, and 
the issue of common shares under the Shareholder 
Dividend Reinvestment and Share Purchase Plan. 
The Bank’s Tier 1 capital, which consists of equity 
capital and is the more important component of 
capital, increased to 7.4% of risk-weighted assets — 
the strongest among Canadian banks in 1993. 
Additional discussion in the 1993 Annual Report on page 39. 


ASSET QUALITY 

Asset quality is measured by the ratio of provision 
for credit losses to average total loans. Consequently, 
the lower the ratio, the better the asset quality. The 
Bank’s asset quality ratio in 1993 was 0.94% and 
ranked second among the major Canadian banks. 
During 1993, the Bank recorded a provision for 
credit losses of $675 million, compared to $550 
million in 1992, which was net of the application 
of $244 million of excess country risk provision. 
Improvements in the non-real estate loan portfolio 
offset continuing weakness in the commercial real 
estate sector, resulting in lower specific provisions 
of $69 million in 1993. The Bank also maintained 
its general provision of $100 million. Over the last 
four fiscal years, Bank of Montreal’s asset quality 
averaged 0.70%, better than the industry average 
of 0.96%. 

Additional discussion in the 1993 Annual Report on page 41. 


LIQUIDITY 

Liquidity is measured by the proportion of cash 
resources and securities to total assets. The Bank 
continues to have the highest level of liquidity at 
30.3%, compared to the industry average of 24.0%. 
The general level of liquidity in the industry in- 
creased during 1993, as limited loan demand led to 
a higher level of cash and securities. The high level 
of liquidity makes it possible for the Bank to meet 
financial commitments and to provide the flexibility 
to expand customer relationships when opportuni- 
ties arise. 


Additional discussion in the 1993 Annual Report on page 51. 
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Our growing presence in the United States and the North American thrust of our strategy make it 
appropriate to expand the scope of our financial performance comparison. The table below shows 
the ranking of the Bank’s performance in each of the eight measures, relative to the 18 largest North 
American banks* Bank of Montreal performed better than the 18-bank average on four of the eight 
financial goals and measures in 1993 despite a rebound in earnings experienced by the United States 


banking industry this year. 


Bank of Montreal 18 Banks* 

Performance Average Bank of Montreal 
Key Performance Measures 1993 1993 vs. average 
Return on Common Shareholders’ Investment 18.7% 35.8% Worse 
Credit Ratings A+ A Better 
Return on Equity 14.1% 14.2% Worse 
Earnings Growth 10.9% 76.2% Worse 
Productivity 60.0% 62.1% Better 
Capital Adequacy** 11.1% 12.5% Worse 
Asset Quality 0.94% 1.21% Better 
Liquidity 30.3% 25.1% Better 


“The selection of the 18 largest banks is based on size of common shareholders’ equity: Bank of Montreal, Royal Bank 
of Canada, Canadian Imperial Bank of Commerce, The Bank of Nova Scotia, The Toronto-Dominion Bank, The Chase 
Manhattan Corporation, J.P. Morgan & Co. Inc., Citicorp N.A., Chemical Banking Corporation, Bankers Trust New York 
Corporation, The Bank of New York Company, Inc., BankAmerica Corporation, First Union Corporation, NationsBank 
Corporation, National Bank of Detroit, Banc One Corp., Wells Fargo & Company, and PNC Bank Corp. 

**On US. basis. 
Note: 1993 performance for the U.S. banks was based on the twelve-month period ending September 30, 1993 to approxi- 


mate the Canadian bank fiscal year which ends on October 31. 


FOR COPIES OF THE ANNUAL REPORT, 
PLEASE WRITE TO THE PUBLIC AFFAIRS 
DEPARTMENT OF THE BANK, P.O. BOX 6002, 
POSTAL STATION PLACE D'ARMES, 
MONTREAL, QUEBEC H2Y 3S8, OR 

P.O. BOX 1, 1 FIRST CANADIAN PLACE, 
TORONTO, ONTARIO M5X 1A1. 


FOR OTHER SHAREHOLDER INFORMATION, 
PLEASE WRITE TO THE SECRETARY'S 
DEPARTMENT, P.O. BOX 6002, 

POSTAL STATION PLACE D'ARMES, 
MONTREAL, QUEBEC H2Y 3S8. 

(ON PEUT OBTENIR SUR DEMANDE UN 
EXEMPLAIRE EN FRANCAIS.) 


SUPPLEMENTAL FINANCIAL DATA IS 
AVAILABLE FROM INVESTOR RELATIONS, 
P.O. BOX.1, 1 FIRST CANADIAN PLACE, 
TORONTO, ONTARIO M5X 1A1. 
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a Bank of Montreal 
We're Paying Attention 


AS CANADA'S FIRST BANK, BANK OF MONTREAL HAS A LONG TRADITION OF LEADERSHIP 


WHICH IS VERY MUCH PART OF OUR STRATEGY TODAY. THE ECONOMIC AND INDUSTRIAL 


RESTRUCTURING THAT BEGAN THIS DECADE HAS BEEN LIKENED TO THE INDUSTRIAL REVOLUTION 


AND THIS PACE OF CHANGE CAN ONLY ACCELERATE AS WE MOVE INTO THE NEW MILLENNIUM. 


AT BANK OF MONTREAL WE HAVE EMBRACED THESE CHANGES, ONCE AGAIN PROVIDING COM- 


MERCIAL AND FINANCIAL LEADERSHIP FOR OUR CUSTOMERS THROUGHOUT NORTH AMERICA. 
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CHAIRMAN'S MESSAGE 


A FIRST BANK FOR NORTH AMERICA 


EaNiG@aioR: Sela oseAum BAIN Kea LOlRS IMIOIN TR EAL | T RA DIT 1 ON. 
In 1817 we became Canada’s first bank. In 1832 we financed the first 
Canadian railway, launching the connections essential to this country’s 
growth. Almost 150 years later, we were the first bank to establish a national 
electronic connection, linking all,our branches to a central computer. And 
in 1993 we continued to set the pace for the Canadian industry with 
our newest first, continent-wide banking. 

In June we announced our North 
American strategy for the 1990s, Vision 
2002. By the early years of the new 
century it will make us the first full- 
service financial organization to span 
North America. Canada, of course, will 
always be our home and our number 
one market. We shall invest, innovate, 
and compete more vigorously than 
ever in this country. At the same time, 
when we look south of the border we 
see that the vast American market is a 
natural extension of our home market. 
Forty percent of Canada’s exports, for 
example, go to the eight Midwestern 
states we have identified as our target 
for personal and commercial financial 
services. The United States is a market 
with a potential for steady growth 
that can’t be profitably matched any- 


where else. 


When we look in the other direction, Vision 2002 becomes a strategic 
initiative to meet the certainty, sooner or later, of increased competition 
from American banks in the Canadian market. Unless Canadian financial 
service institutions are able to offer full-service banking in both countries, 
they may find themselves at a serious competitive disadvantage — and miss 
an exceptional opportunity for growth. 

And when we look beyond this continent, we see that global competi- 
tion is forcing banks everywhere to grow in size, identify their markets, 
and use their competitive advantages to the full. Thus Vision 2002 is also 
our creative response to the ever-increasing integration of the world’s 
economies. We shall continue to be an international bank, doing business 
in key markets around the globe. But tomorrow all of North America will 


be our base, rather than Canada alone. 


We know that the United States is one of the most competitive financial 


services markets in the world. Success will not come quickly or easily. 
But we know, too, that we are not newcomers. On the contrary, we have 
been doing business in the United States since 1818. We have been in the 
Midwest since 1861. And we have been steadily building a full-service 
presence in the United States, business by business, since we acquired 
Harris Bankcorp, Inc. in Chicago in 1984. 

Moreover, our Canadian heritage gives us competitive strengths south 
of the border. Our century of experience in running a continent-wide 
distribution system. Our successful philosophy of community banking. 
Our large deposit base, which gives us the advantage of a stable, low-cost 
source of funds. The long-standing importance of international trade and 
investment for the Canadian economy, which has developed our inter- 
national banking skills. And the exceptionally wide range of services we have 
come to offer allows us to design creative solutions for our clients’ needs. 


“Relationship banking” is our working reality. 
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Our Canadian experience will be decisive in still another way. 
We are used to playing in a tough league. With approximately ten 
major players and many smaller ones, the Canadian financial services 
industry is fiercely competitive. And Canadians, rightly, expect their 
banks to deliver high quality at a reasonable price. If competitive 
advantage abroad truly grows out of strong competitive pressures 
at home, as I believe it does, we shall continue to do well in the 
United States. 

Finally, we can count on the great and growing excellence of 
our people. We are absolutely determined to have the best people 
in the financial services industry, anywhere in North America. We 


have already made notable progress along that road, and when the 


Institute for Learning, our state-of-the-art education and training 


centre, opens early in 1994 it will give us an advantage the compe- 
tition will find hard to match. 

In these pages of the Annual Report, you can learn how each 
part of the Bank of Montreal family plans to make Vision 2002 a 
successful reality. I urge you to read them — and to keep in mind that 
our North American strategy 1s both an exhilarating new departure, 
with immense promise for all our stakeholders, and a natural devel- 
opment from our proud Canadian past. It’s an old tradition — and a 


real first. And that’s as it should be, for Canada’s first bank. 


ty. aul(> 


MATTHEW W. BARRETT 
CHAIRMAN AND 
CHIEF EXECUTIVE OFFICER 
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ision 2002 is much more than an organization chart of legal entities. 
We see, not a “parent bank” surrounded by a ring of subsidiaries, but four 
complementary line organizations, each with clear 


FOUR PILLARS ON 
market, product, and geographic mandates. All four 


will be fully autonomous for the important decisions in their DANE PEO: 
specific markets. But they will operate as equal partners, taking advantage of 
every possible synergy. 

We see a nation-wide, full-service bank in Canada — the Bank of Montreal 
Canadians have known for 176 years... 

A strong regional bank in the American Midwest, operating through the 
prosperous eight-state region that is our target market for individual, small 


business, and middle-market corporate banking services, and with a national 


franchise for trust and cash management services... 


A continental corporate and institutional bank, offering a full range of credit, 


treasury and operating services to major customers across North America and 
in their dealings around the world... 

And a continental investment bank, offering creative government and cor- 
porate finance solutions, and value-added advice to institutional equity, fixed 
income, and individual clients. 

Linking the four pillars will be a common base of support services and 
infrastructure. We will promote cohesion and efficiency by integrating these 
utilities, whenever that enhances effective customer service. And we will 
increasingly use these productivity gains to shift resources from the back offices 
to the front line, where they can contribute directly to customer satisfaction 
and convenience. 

Working with our people on both sides of the border, the leadership of the 
four pillars and myself will be responsible for carrying out the strategy and 
policies developed for the whole Bank. The leadership team will oversee the 


building and operation of the network of line companies to agreed standards of 
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“We see four complementary 
line organizations...they will 
operate as equal partners, 


taking advantage of every 


possible synergy.” Pe 


F. ANTHONY COMPER 
PRESIDENT AND CHIEF OPERATING OFFICER 


performance. It will be our job to see that each organi- 
zation has the resources, technology and infrastructure 
needed to do its job. And we'll make sure that each 
organization makes maximum use of the resources and 
the possibilities for mutual learning that are common to 
the whole Bank of Montreal family. 

The theme of this Annual Report is being first — 


and the structure and operating philosophy we see 


emerging for the Bank will be real firsts, for all of North 


America. Once again, Bank of Montreal is breaking 
new ground. And it’s a privilege to be responsible for 
transforming the promise of Vision 2002 into a dynamic 


and profitable reality. 
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n 1993, Personal and Commercial Financial Services made important prog- 
ress in reshaping a conventional, product-oriented bank into a relationship bank. 
We fostered long-standing BUILDOENG OA 
relationships by continuing 
to move closer to our customers. And we pa SS) ha mea 
created new relationships by recognizing that a bank today must pay attention 
to the constantly changing needs of different communities. 


We know that independent business is a major driver of economic growth and 


job creation. We offered a lending rate 1% below prime, and publicly earmarked 


$1 billion for the needs of small business. 

For homeowners we offered more variable rate options than any other bank, 
as well as a protected variable rate mortgage to shield customers from future 
rate increases. 


= For younger Canadians we introduced our new FirstHome™ MasterCard®: card, 


“We created new relationships 
by recognizing that a bank 
today must pay attention to the 
constantly changing needs of 


different communities.” VA | ges 


RONALD G. ROGERS 
SENIOR EXECUTIVE VICE-PRESIDENT 
PERSONAL AND COMMERCIAL FINANCIAL SERVICES 
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that helps them save for that vital down payment on the 
first home they own. And we created an imaginative, 
practical banking program for Canada’s students. 

«= We have moved steadily to create sustainable relation- 
ships with our Aboriginal customers. 

« And recognizing the increasing importance of the 
Asian community for the Canadian economy, we have 
responded creatively to its financial services require- 
ments in both North America and Asia. 

We are laying the groundwork for future relation- 
ships, giving Canadian businesses the competitive 
advantages of state-of-the-art infrastructure and invest- 
ment in training and technology. By the end of the 


century our developing telephone banking capacity will 


be as familiar as our more than 1,500 Instabanks and our 23,000 point-of- 
sale terminals are today. Our association with Harris Trust & Savings Bank 
allows us to offer seamless cross-border operating services to our commercial 
customers doing business in the United States. Our investment in the Bank’s 
human capital has grown strongly for several years. It will take a long stride 
forward in 1994, when our new Institute for Learning will begin to enhance 
the skills with which our people in Personal and Commercial Financial Services 
deliver consistently superior service. And we are exploring new initiatives for 
financing emerging technological companies, both from our own resources and 
in partnership with provincial governments through our participation in the 
Ontario Investment Fund and British Columbia’s Ventures West. 

Our customers, old and new, have rewarded our commitment to building 
an enduring relationship with them by increasing our market shares significantly, 
even in these difficult economic times. And that makes us confident that 
Personal and Commercial Financial Services in Canada will continue to be a 


strong base for the Bank’s North American strategy. 


he goal of the Bank’s North American strategy in the United States is 
to triple our market share over the coming decade. We will do that by being 
known as an organization that consistently exceeds AGGRESSIVE EXPANSIO NeMEe 
customers’ expectations. And the driver 


THE AMERICAN MIDWEST 


of our growth will be Harris Bankcorp. 

That target is a true challenge. We'll meet it by aggressively expanding 
businesses where Harris is already strong. That includes corporate businesses 
like mid-market corporate banking and cash management services. It also covers 
high-value-added financial services for individuals, like private banking, bank 
cards and personal asset management. And it very definitely includes corporate 
and institutional trust, where with U.S.$164 billion under administration Harris 
is one of the twenty leading trust companies in the United States. We'll also 


meet the challenge of growth by investing heavily in two distribution-based 


businesses — retail banking and small-business banking in the Greater Chicago 


area and the Midwest, where we will aggressively expand 
our distribution network and our customer base. 

We bring three strengths to reaching this ambi- 
tious growth target. First and foremost, we have Harris’ 
strengths, including its excellence in its traditional busi- 
nesses, its knowledge of its Midwestern base, its position 
as a leading American trust company. 

And we have the resources of the whole Bank of 
Montreal family, with immense possibilities for allied 
action among its members. Corporate and Institutional 
Financial Services offers financial muscle and interna- 
tional reach for corporate financings. Nesbitt Thomson 
brings a suite of investment banking services for our 
mid-market customers. Personal and Commercial Finan- 
cial Services has unsurpassed experience in running a 
continent-wide retail bank. Their partnership 


DONALD S. HUNT 
PRESIDENT AND CHIEF OPERATING OFFICER with Harris makes a winning team for companies 


HARRIS BANKCORP, INC. 
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and individuals doing business either in the United States 
or all across North America. 

Third, Harris’ Total Customer Focus philosophy 
gives us a decisive edge in the marketplace. It harnesses 
the power of our entire organization through a corpo- 
rate-wide commitment to understanding our customers’ 
needs and consistently exceeding their expectations by 
delivering superb service through teamwork. And that 
commitment reflects our traditional recognition that 
customer satisfaction and employee satisfaction are inex- 


tricably linked. This principle has kept Harris in business 


under the same proud name for 111 years. And the values 


behind that principle give us confidence that we will 


reach our ambitious growth target in the United States. 


“We have the resources of the 
whole Bank of Montreal family, 
with immense possibilities 
for allied action among its 


members.” ) fehl 


ALAN G. MCNALLY 
VICE-CHAIRMAN AND CHiEF EXECUTIVE OFFICER 
HARRIS BANKCORP, INC. 
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s Bank of Montreal progresses into the 1990s, Corporate and Institu- 
tional Financial Services is proving itself ready to compete in North American 
and world-wide mar- OUR PEOPLE ARE OUR 
kets as an integral part 


COMPETITIVE ADVAN TeAuGee 


of the Bank of Montreal family. 

And while we are investing strongly in developing superior products and 
market position, our most significant investments continue to be in our people, 
for our customers. 

Our corporate banking professionals, the Managing Directors and their 
teams of Directors and Associates, are intensively trained and accredited in client 
coverage, financial engineering and credit risk assessment. Our bankers differ- 
entiate themselves by selling solutions to clients, not just products — solutions 


that enhance our clients’ business. In partnership with their colleagues in the 


other three pillars, these women and men pull together “Deal Teams” which 


develop comprehensive plans that reflect each key client’s financial philosophy 
and business objectives. 

Our commitment to our people is given substance with leading-edge 
technology tools. Our new Relationship Manager Desktop computer platform, 
for example, the first of its kind in a North American bank, is years ahead of its 
time. It allows our product and relationship management teams to analyze and 
synthesize enormous amounts of information electronically, from both internal 
and external sources. And it brings that information to bear in the development 
of solutions for our customers. 

In effect, we have re-engineered the corporate banking business, and 
customer service research shows that our teams are consistently recognized for 
superior professional competence. Our Treasury and Operating services are 
first-tier in the markets where we choose to compete. For example, our Elec- 
tronic Data Interchange (EDI) service, North American Automated Lockbox 
and DirectLine® cash management products are unequalled by any competitor 


on either side of the 49th parallel. 
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Corporate and Institutional Banking is also seen as a 
skilled and significant player in the financial markets. 
We have special strengths in: money market, foreign 
exchange and risk management; trade finance, project 
finance and tax-advantaged, cross-border financings 
for our North American clients; and financial services 
for specialized industries such as telecommunications, 
transportation, energy, mining, and financial institutic 

The new focus brought by Vision 2002 provides oppor- 
tunities to build on our experience in Canada, the USS. 
and overseas, and positions us for exciting opportunities 
in growth areas such as Mexico and Asia. This favourable 


market position owes much to our superior products 


and our synergy with the other pillars of the strategy. 


But most of all, it reflects the continuing excellence of 


our people. 
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JEFFREY S. CHISHOLM 
VICE-CHAIRMAN 
CORPORATE AND INSTITUTIONAL FINANCIAL SERVICES 


nvestment Banking is well-prepared and strongly positioned for the role we 


will play in the Bank’s Vision 2002. 
We have the size and reach to play our role. OUTLOOK FOR GROWTH IN 

In the money management and 
trust area, total assets under NOV E Sot MOE NET BANE Nee 
management or administration in the whole Bank of Montreal/Harris group 
exceed $300 billion, making us one of the largest trust operations in North 
America. In our offices in the United States, Europe, Hong Kong and Tokyo as 
well as across Canada, there are 1,600 of us on the investment banking team. 
And our core company, Nesbitt Thomson, is widely recognized by the industry 
and the investing public for the distinctive capabilities that allow us to deliver 
value-added expertise across North America: 

» corporate finance solutions tailor-made for customers’ requirements; 


= innovative investment products; 


SYDNEY. 
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» customized products such as swaps and equity pre- 
ferreds, zero-coupon bonds and other innovative debt 
opportunities for a large and growing list of corporate 


and government underwriting clients; 


research skills repeatedly ranked by independent surveys 
as among the best in the Canadian investment industry; 
» close co-operation with Corporate and Institutional 


Financial Services in the evolving area of securitization; 


personal investment management on a fixed-fee or com- 
mission basis. 


Our membership in the Bank of Montreal family 


gives us unparalleled access to new North American 


markets: the 4.5 million customers and nation-wide 


branch network in Canada; a significant customer and 


community banking network in the Midwest through Harris Bankcorp; and a 


long list of corporate and institutional customers across North America. 

Maintaining a high standard of service in these growth areas today requires 
substantial investments of time and money — and in Investment Banking we 
have committed both. In the retail sector, for example, all Nesbitt Thomson’s 
new investment advisors are required to complete a rigorous 18-month training 
program that is the most intense of its kind in the industry. We see this invest- 
ment in our people as essential to achieving the goal defined in our new strategic 
blueprint, The Leadership Journey: to have Nesbitt Thomson recognized for the 
best customer service in the Canadian investment banking industry. 

Future growth prospects for the industry are excellent. And in Investment 
Banking we are particularly excited by the opportunities for growth that Vision 


2002 will bring us in the Bank of Montreal family of companies. 
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ithin the Bank’s Vision 2002, the mission of Corporate Services 
is the seamless integration of our support services to achieve maximum 
effectiveness with the line organizations, 


together with falling unit costs and con- 


INTEGRATING TO P= l-E R® SE ROVeInGEESS 
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sistently superior service quality. 

This is a many-faceted role to which all the common services are 
making important contributions. In this report we will concentrate on 
two of them: human resources, including education and training, and 
operations. In both, 1993 saw significant progress toward the Bank’s 


specific strategic goals and the integration of the support services for all 


four pillars — progress we expect to continue and accelerate in 1994. 


EDUCATION AND TRAINING 


We strongly believe that having the highest quality employees is the key 


KEITH DORRICOTT LLOYD DARLINGTON LLOYD ATKINSON JIM RUSH 
VICE-CHAIRMAN EXECUTIVE VICE-PRESIDENT EXECUTIVE VICE-PRESIDENT SENIOR VICE-PRESIDENT 
CORPORATE SERVICES OPERATIONS AND CHIEF ECONOMIST AND DIRECTOR, 
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SENIOR VICE-PRESIDENT 


HUMAN RESOURCES 


INSTITUTE FOR LEARNING - 
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to meeting the Bank’s customer service goals and realizing the full 
potential of Vision 2002. In 1993 we made considerable progress in 
implementing human resource policies which, by furthering workforce 
diversity and a flexible work environment, will help make the Bank the 
employer of choice everywhere it operates. We also brought our new 
Institute for Learning in Scarborough, Ontario, close to completion. 
The Bank has been increasingly recognized for its commitment to 
high and rising levels of employee training, and this perception will be 
powerfully reinforced when the Institute welcomes its first students in 
January 1994. The Institute will be the first purpose-built institution 
of its kind in Canada and one of the few in North America. Offering 
state-of-the-art facilities and a wide range of courses, it will be central 


to developing maximum skills and a common outlook in the workforces 


of the four pillars and the corporate services departments. 


OPERATIONS 
Through their responsibility for planning, developing, and engineering 
the technological infrastructure of the Bank, as well as by operating 
essential after-sales processing services, the more than 5,000 employees 
in Operations Group are playing a critical role in the creation of a 
high-quality, cost-efficient services base for Vision 2002. Continuing 
focus on back-office consolidation, together with process re-engineer- 
ing, resulted in 1993 expenses which were significantly below those in 
the preceding year. This continued a trend under which total savings 
since 1988, adjusted for inflation, amount to almost $200 million — 
savings which have made a major contribution to the marked better- 
ment in the Bank’s overall productivity, while significantly improving 
service quality and furthering the integration of the operating entities. 
Bank of Montreal has shown strong leadership in technological 


innovation for more than twenty years. To keep our lead, Operations 
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THE INSTITUTE FOR LEARNING IS MUCH MORE THAN A. 


HANDSOME WORK OF ARCHITECTURE. IT 


INS ELI UTE BR.OR 
IS OUR CORPORATE STRATEGIC PLAN, IN 


LEARNING 
BRICK AND GLASS AND CONCRETE. IT IS THE REALITY 


OF OUR COMMITMENT TO GIVE BANK OF MONTREAL'S 
PEOPLE THE BEST EDUCATION AND TRAINING IN NORTH 
AMERICAN BANKING. AND IT IS THE PLACE WHERE OUR 


FOUR PILLARS WILL MEET, AND LEARN FROM EACH OTHER. 


Group has launched a review of our technology planning processes, 
identifying opportunities to make them more efficient and thereby 
further improve their quality, cost-effectiveness and responsiveness to 
the needs of the line organizations. This review incorporates a best- 
of-breed external review, as well as an external efficiency benchmark 
exercise. It will be completed in 1994. 

Corporate Services’ role can be seen as a knitting together of the 
capabilities of the four pillars’ support services to achieve a decisive 
critical mass, while allowing best practices to spread through the whole 


Bank no matter where they originate. In 1993 we made major gains 


in this mission of integration, and moved the Bank closer to being 


the low-cost, high-quality supplier of financial services in the North 


American market. 


BANK OF MONTREAL 


ANNUAL HIGHLIGHTS 


PRESIDENT'S REPORT 


MANAGEMENT 


REV | 


THIS SECTION INTRODUCES THE FINANCIAL COMPONENT OF THE ANNUAL REPORT. 


THE PRESIDENT'S REPORT SUMMARIZES THE BANK'S ACHIEVEMENTS DURING 1993 
AND CONVEYS OUR PERSPECTIVE ON THE FUTURE. THE MANAGEMENT ANALYSIS 


OF OPERATIONS AND FINANCIAL STATEMENTS FOLLOW. 4 THIS YEAR OUR 


FINANCIAL GOALS AND MEASURES ARE PRESENTED IN A SUPPLEMENTARY DOCUMENT. 
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For the Year Ended October 31 


ANNUAL HIGHLIGHTS 


1993 1992. Change 

Earnings Information (¢ in millions) 
Net income $ 709 $ 640 10.9% 
Total revenues (TEB)* 4,861 4,442 9.4 
Provision for credit losses 675 550 D2 
Non-interest expense 2,916 DUKES) nb 
Per Common Share ($) 
Net income ® basic $ 2.59 $ 2.38 SuO24 

= fully diluted 2.55 2.36 0.19 
Dividends 1.12 1.06 0.06 
Financial Ratios (%) 
Return on average common equity 14.1 14.1 = 
Return on average total assets 0.63 0.61 0.02 
As at October 37 
Financial Position ($ in millions) 
Assets $116,869 $109,035 7.2% 
Loans 74,028 68,251 8.5 
Deposits 94,311 90,747 38) 
Capital funds 8,049 6,830 17.8 
Common equity 4,834 4,332 11.6 
Risk-Based Capital Ratios (%) 
Wer 1 7.4 6.8 0.6 
Total 10.3 8.9 1.4 
Other Information 
Number of common shares outstanding 249,093,914 244,819,338 1.7% 
Number of bank branches 1,214 4, 28H, (1.4) 
Number of automated banking machines and cash dispensers 1,538 293 18.9 
Number of employees 32;067 32/126 (0.2) 


*Net interest income and other income reported on a taxable equivalent basis (TEB). 
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N 1993 WE MADE FURTHER PROGRESS ON QUR STRATEGIC AGENDA, 
BUILDING ON THE MOMENTUM OF THE PREVIOUS THREE YEARS. SOLID PROOF 


OF OUR SUCCESS IS EVIDENT IN THE INCREASE IN 
PRESIDENTS 


THE PRICE OF OUR COMMON SHARES AND IN OUR 
ROE P-O -R.F 


MARKET SHARE STATISTICS. IT 18 ALSO APPARENT IN THE 

SURVEYS WE COMMISSION OF THE WAY OUR CUSTOMERS AND EMPLOYEES 
RATE OUR PERFORMANCE — SURVEYS THAT ARE PART OF OUR COMMITMENT 
TO MEASURING THE EFFECTIVENESS OF EVERYTHING WE DO. MEASUREMENT 
at leet US TO°-DETECT CHANGES IN OUR OPERATING ENVIRONMENT IN 
A TIMELY FASHION AND TO ENSURE THAT OUR STRATEGIES ARE GIVING 
RESULTS. AND IT IS THE KEY. TO MAKING OUR MANAGEMENT PHILOSOPHY 


OF CONTINUOUS IMPROVEMENT A PRODUCTIVE REALITY. 


In 1993, our measurements showed real and growing benefits for our three major 
stakeholders — our shareholders, our customers and our employees. For our share- 
holders, the return on their investment continued to be strong. Customers for their 
part benefitted from a growing array of innovative products, as well as from flexible 
pricing designed to help them cope with demanding economic times. And our com- 
mitment to investing in our employees took physical shape in our unique education 
and training centre, the Bank of Montreal Institute for Learning, now scheduled to 
open early in the new year. 

Our measurements also showed that while we have come a long way in the last 
four years, we still have much to do. In 1994 we shall continue to build on the 
gains we have made in the Canadian marketplace, while expanding and broadening 
our operations in the United States, Canada’s major economic partner. As we move 
steadily toward our goal of becoming a full-service North American financial 


institution, our commitment on both sides of the border remains the same: to be 


the high-quality, low-cost supplier and the employer of choice within the financial 


services industry. 
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THE MAIN CONTRIBUTORS 


TO OUR STRONG PERFOR- 


MANCE CONTINUED TO BE 


REVENUE GROWTH FROM 


HIGHER BUSINESS VOLUMES, 


ALONG WITH MARKEDLY 


IMPROVED PRODUCTIVITY. 
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Our commitment to our shareholders is to see their investment steadily increase in 
value and achieve an annual return competitive with shareholders of other banks. 
We are fulfilling that commitment. 

In 1993, the Bank’s market capitalization for common shares increased by over 
$900 million to $6.7 billion. Dividends were raised, resulting in a yield of 4.7%, while 
the share price rose 14.0% for a total return on investment of 18.7%. This brought the 
return on investment during the first four years of this decade to over 80%, consider- 
ably higher than the average of the major Canadian banks and the general market 
performance as measured by the TSE 300 Index. 

This appreciation in market value reflects the consistent strength of our finan- 
cial performance and our balance sheet. Net income grew almost 11% in 1993 to 
$709 million, generating return on common shareholders’ equity of 14.1%. This 
represented the fourth consecutive year of growth in earnings, with returns on 
equity in the 14% to 15% range. The main contributors to our strong performance 
continued to be revenue growth from higher business volumes, along with 
markedly improved productivity. 

Early in 1993, we met the productivity goal we set four years ago by achieving 
parity with the other major Canadian banks. Measured by the ratio of cost to rev- 
enue, our productivity improved from 62.2% to 60.0%, our best ratio since 1983. 
We were able to make significant investments in our future while holding growth 
in expenses to 5.5%, despite higher business volumes which produced a 9.4% 
growth in revenues. Growth was particularly strong in the lower-risk areas of 
residential mortgages and loans to small to mid-sized businesses. Operating 
services and other fee-based transactions continued to increase in both volume 
and share of total revenue. In 1993, they grew by 15.8% and represented close to 
one-third of the Bank’s revenues. In summary, while we are pleased with our 
record in improving productivity to date, achieving our longer-term goal of 
consistent top-tier performance remains a key priority. 

From a prudential point of view, we strengthened the equity or Tier 1 compo- 
nent of the capital ratio to 7.4%, well in excess of the 4% Canadian regulatory 
requirement. This brought the total capital ratio to 10.3% of risk-weighted assets. 
The Bank also maintained a strong base of liquidity. Our loan portfolio continued 
to remain relatively strong, as it has through the past four years of weak economic 
activity. The portfolio has a substantial proportion of loans to the comparatively 
low-risk individual market, and the balance is well-diversified both by industry 
sector and by geography. In 1993, the proportion of problem loans in the portfolio 
stabilized and the level of specific provisions for losses declined by 9% from 1992. 
The provision for credit losses was 0.94% of average loans for 1993. Widespread 
weakness in the real estate sector was the major factor affecting the level of 


provision, as the rest of the portfolio performed well. 
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Our commitment to our customers is to provide dependably good value and a distinc- 
tive quality of service, while consistently meeting or exceeding their expectations. 


We strive to achieve these goals by listening to our customers, paying attention to 
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their concerns and responding with innovative products and distinctive services. 
Much of the future success of the Bank will depend on our ongoing ability to build 
and maintain customer satisfaction in these ways. Our results in 1993 suggest that 
we are continuing to make progress toward fulfilling our commitment. 

For example, our efforts have resulted in excellent growth in volumes and mar- 
ket shares — solid evidence of increasing customer satisfaction. We were especially 
encouraged that business volumes in the personal and small to mid-sized com- 
mercial markets that are our priority continued to grow during 1993 — showing 
clearly that “paying attention” to customer needs is working. 

The market, however, is not the only evidence we use. We measure customer 
satisfaction constantly, both to evaluate our past performance and to set our 
standards for the future. Our surveys indicate that customers appreciate the stream 
of innovative products and prices we have introduced — but they also want further 
improvement in processes and staff. They are telling us we need to be still more 
responsive — by reducing waiting time at the counter and speeding up processing 
of loan applications, by making our services more accessible, and by developing 
more creative approaches to financing problems. 

We are paying attention to those wants and have dedicated nearly half of our 
total 1993 investment expenditures to customer satisfaction improvements, including 
investments in infrastructure and in enhancing the convenience and appearance of 
our facilities. But while improvements in process and technology can increase the 
number of services we can offer, their most important benefit is to expand the time 
our employees have available to work with customers. There is no substitute for 
the judgement, understanding and empathy that well-trained and highly motivated 
staff bring to ensuring that the needs of every customer are fully met. It follows 
that our most important investment in customer satisfaction is our investment in 


workforce education and training. 
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Our overall strategy, adopted in 1990, established an objective of having a superior 
workforce — more committed, competent and cost-effective than our competi- 
tion, and developed to its full potential. Our people are the source of the one truly 
sustainable competitive advantage — innovation, which is essential to achieving 
superior customer satisfaction and in turn generating superior performance for 
our shareholders. 

Many trends in the economy and society affect the Bank’s employees. Sharpened 
competition is increasing the need for high-quality people, while demographic and 
other factors are decreasing the supply. In order to earn the loyalty and commitment 
from their employees that will lead to higher innovation and productivity, employers 
increasingly understand they must help their people meet their commitments outside 
the workplace and achieve a balanced style of life. 

The Bank is responding with programmes and policies which touch employees 
in all stages of their careers. 

First, we are committed to attracting, developing and retaining the best people 
available, from the widest possible pool of talent. They will show the capacity and 


motivation to learn, and the potential to identify with the Bank’s goals and values. 


BANK OF MONTREAL 


WE MEASURE CUSTOMER 


SATISFACTION CONSTANTLY, 


BOTH TO EVALUATE OUR 


PAST PERFORMANCE AND TO 


SET OUR STANDARDS FOR 


THE FUTURE. 
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Second comes the opportunity to learn and grow both on and off the job. Our 
investment in employee development has already increased the average training 
days per employee per year to three, more than halfway to our goal of five days per 
year by the year 1997. A suite of structured training programs has been put in place 
in the banking groups which equip new employees with the knowledge and skills 
required for core banking jobs and enable our current employees to update their 
professional capacities. And the central driving force in our program is our new 
Institute for Learning, which has a threefold mandate: to develop our comprehensive 
training curricula; to deliver a full range of subjects from fundamental banking 
skills to management-level courses; and through leadership development, to dissem- 
inate our corporate goals and values through the whole Bank of Montreal family. 

Emphasis is also being placed on development of skills on the job by broad- 
ening responsibilities and job content, and encouraging moves between different 
areas in order to allow individuals to diversify their skills and experiences. 

Our employees’ commitment to the Bank is a reflection of fair, flexible and 
equitable employment policies and practices, and a work environment that is 
receptive to employees of all backgrounds. We are currently implementing the 
recommendations from our task force reviews on women, aboriginals, and people 
with disabilities in the workplace. And we will soon be completing the last in this 
series of reviews — an assessment of equality for visible minorities to determine 
whether any special factors not dealt with in the three previous reviews uniquely 
affect the advancement opportunities for these employees. 

What measurable progress have we made to date? Based on our strategic 
employee measures for commitment, competence and cost-effectiveness, the 
Bank’s overall rating in comparison with the other major banks improved from an 


unacceptable level in 1991 to a superior rating as of second quarter 1993. 


CONCLUSION 

Our measurement of our progress is as objective and impartial as we can make it. 
But there is also great value in learning how you are doing at firsthand, from those 
directly affected by your plans, practices and not least, your mistakes. During the 
year, I visited many of our branches across Canada to hear for myself what our 
employees and customers think about how we have been trying to respond to 
their needs. The resounding message was that, although there will always be more 
to be done, our strategy is doing what it is supposed to do in increasing customer 
satisfaction and employee commitment. And that translates directly into strong 


returns for shareholders. 


FAL A 


F. ANTHONY COMPER 
PRESIDENT AND 
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THIS ANALYSIS OF OPERATIONS PROVIDES MANAGEMENT'S PERSPECTIVE OF 
THE FINANCIAL CONDITION OF BANK OF MONTREAL AND ITS EARNINGS 
FOR THE -Y EA:R JEN DE Di © GTO:BiE Re 3505 31-9:9)3 pee a eeeA LN Ata YeSslpSamo nS GuUES Stroman le Hie 
BANK’ S O'BJECGCTIV-ES, PERFORM AN CE SAINIDSES TER AsIcE Giles liN@atahie os © NS Eee Ol 
SEVEN FINANCIAL INDICATORS USED BY THE BANK TO MONITOR OVERALE 
FINANCIAL PERFORMANCE AND CONDITION. A COMPARISON OF THE BANK'S 
PERFORMANCE WITH THAT OF OTHER MAJOR BANKS IS PROVIDED IN THE 
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RETURN ON COMMON SHAREHOLDERS ' 


INVESTMENT — 


18.7 % INST 9s 


The return on an investment in shares consists of the total of dividends received and 


the capital gain or loss on the shares over a specific period of time. Our goal is to place 


continuously first or second among the six major Canadian banks for return on common 


shareholders’ investment. Bank of Montreal common shareholders have enjoyed an 


average annual return of 20.8% since the beginning of the decade. This return was the 


second highest among the six major Canadian banks for this period. In 1993 the return 


was 18.7%. Chart 1 compares the Bank’s performance with the average of the six major 


Canadian banks for the period 1989 to 1993. 


The capital gain component of return on investment is the change in Bank of Montreal’s 


share price, which rose 14.0% during fiscal 1993. This compares to an average of 15.5% 


for the six major banks. The total market value of Bank of Montreal’s common shares 
(referred to as Market Capitalization) increased by over $900 million during fiscal 1993 
to $6.7 billion, bringing the total increase since the beginning of fiscal 1990 to nearly 


$3 billion, an increase of 78%. 


This higher valuation reflects the Bank’s financial performance as well as a two-for-one 


stock distribution and a dividend increase during 1993 which improved the marketability 


of our common shares. There has been consistent growth in the price-to-earnings and 


market-to-book ratios since 1990, as shown in Table 1. 


The common dividend per share was increased by six cents to $1.12 annually, producing 
a dividend yield of 4.7% based on the common share price at fiscal year-end 1992. 


Table 1 Toul 
Return on Common Shareholders’ Investment 1990- 
For the Year Ended October 31 1989 1990 (SN, 1992 1993 1993 
Opening price — start of fiscal year* $14.25 $17.00 $13.50 $1869 $23.56 
Closing price — end of fiscal year* 17.00 13.50 18.69 23.56 26.88 
Capital gain (loss) $925755 S1(8:50) Sei ON S48 7eeomooe $9.88 
Return on Investment (% of opening price) 
Capital gain (loss) 19.3%  (20.6)% 38.4% 26.1% 14.0% 14.5% ** 
Dividend yield 7.4 6.2 WE BW; 4.7 ess 
Total 26.7% (14.4)% 46.3% 31.8% 18.7% 20.8% ** 
Total Market Value of 

Common Shares 4 in billions) 3.8 3.1 45 5.8 6.7 
Price-to-Earnings Ratio NM 6.4 8.1 Ms) 10.4 
Market-to-Book Ratio | 222 0.90 1.16 138 1239 


NM — Not meaningful. 


*Restated to reflect the effects of the two-for-one stock distribution completed in March 1993. 


“Average annual. 


BANK OF MONTREAL 


PaRsO ea sleAT Br istal iinYau— 


ole om Ro calmUiRING © NaGOiMiMiO IN SS7HrATR E HiOiE D ERS EQ UIINT Y, 


Return on common shareholders’ equity is the Bank’s principal measure of profitability. 
This measure is defined as the percentage of net income less preferred dividends to 
average common share capital and retained earnings, that is, the average book value of 
the common shareholders’ equity. 


The Bank’s objective is to produce consistently a return on common shareholders’ equity 
that, at a minimum, equals the rate of return available for “risk-free” investment plus 5% 
for the risk of equity investing. The Bank also intends that this return will be at least 
competitive with other returns in the financial services sector. 


Table 2 

Financial Performance 

For the Year Ended October 31 1989 1990 1991 1992 1993 
Return on Equity (%) (2.5) 14.6 15.0 14.1 

Net Income (Loss) (¢ in millions) (39) 52? 595 640 709 


Average Common Shareholders’ Equity ($ in millions) 3,434 S59 3,623 4,072 4,564 
Earnings per Share (s) 
— Fully Diluted (0.39) 2.10 Desi 2.36 2.55 


STRONG RETURNS ON EQUITY CONTINUE 

Bank of Montreal’s return on equity in 1993 was 14.1% — a strong performance. Fiscal 
1993 represented the fourth consecutive year of returns in the range of 14.0% to 15.0%, 
achieved despite continuing weak economic conditions and a historically low level 
of inflation. 


Our strategic plan for achieving a superior return on equity is based on the fundamental 
value of serving the customer well. Our main priorities are: 


growing in the Canadian personal and commercial market; 

increasing profitability from the large corporate and institutional market; 
expanding in the United States; 

providing a comprehensive range of investment banking services; 
improving productivity to provide high-quality/low-cost service; 
maintaining high asset quality. 


GROWING IN THE CANADIAN PERSONAL AND COMMERCIAL MARKET 

The Bank’s marketing strategy identified growth in this market sector as a key priority. 
Over the past four years, Personal and Commercial Financial Services has actively 
developed Community Banking as the marketing and distribution organization to 
effectively compete in the local marketplace. This initiative restructured our network 
of some 1,159 branches, supported by 1,538 automated banking machines, into 236 
communities with local leadership, authority and decision-making. Many Bank execu- 
tives have been relocated to communities across Canada which significantly increased 
the extent of decision-making authority in the communities. Staff were given the 
training and authority to allow them to be highly responsive to local customer needs. 
In addition, significant investments have been made to provide our front-line people 
with the training and technology required to deliver new products as well as improved 
service. The Bank also continued to develop innovative products and pricing. These 
improvements in marketing, employee skills and products have resulted in significant 
volume growth and increased market shares. Further details of this growth are provided 


in the Earnings Growth section of this report on page 32. 
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STRONG RETURN 
ON EQUITY DESPITE 
CONTINUING 


WEAK ECONOMIC 
CONDITIONS. 
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INCREASING PROFITABILITY FROM THE LARGE CORPORATE 

AND INSTITUTIONAL MARKET 

Rates of return from this market sector have been under pressure for many years, par- 
ticularly for lending, which has been the dominant product line. The Bank’s Corporate 
and Institutional Financial Services group has redesigned its approach to serving this 
market to improve the overall rate of return. Changes include: 


introducing pricing that is more consistent with the risks involved in lending; 
emphasizing fee-based services and customizing services to provide solutions to 
meet client needs; and 

implementing new techniques to assess, diversify and monitor credit risk. 


Resources have been realigned to meet the particular needs of borrowing and invest- 
ing customers more effectively. For example, in November 1991, Bank of Montreal 
combined its lending capacity with the nationwide capabilities in operating and trust 
services of Harris Bankcorp, Inc. (Harris), its U.S. banking arm. This strengthened our 
ability to serve U.S. clients in the Fortune 500 class. In September 1993, the foreign 
exchange operations and expertise of the Bank and Harris were brought under common 
management. This action, combined with the Bank’s operating service capabilities in 
Canada, now provides a seamless North American service for clients north and south 


of the border. 


These initiatives have contributed to significant loan growth in the United States as well 
as to the growth in income from fee-based services. The income from these services is 
discussed in the Earnings Growth section of this report on page 35. 


EXPANDING IN THE UNITED STATES : 
Based in Chicago, Harris is particularly well positioned to take advantage of the steady, 
well-diversified growth expected in the large economy of Illinois and the seven sur- 
rounding states of the Midwest. Harris’ nationwide operating and trust services, its 
established reputation in the United States and its long-standing network of community 
banks in the Chicago marketplace make it an important competitor in the United States 
financial services sector. Bank of Montreal’s experience in running a distribution system 
throughout Canada provides strong support for Harris. 


The size of the U.S. Midwest economy and these competitive advantages make expansion 
in the United States a high priority for Bank of Montreal. The opportunity to improve 
asset quality through greater diversification outside Canada is an added advantage. 


Our objective is to increase the proportion of the Bank’s United States earnings from 
its current level of approximately 30% of total earnings to a level approaching 50% over 
the next ten years. This will be achieved in three ways: 


expansion of the Harris distribution network; 
increased business with large corporate clients by Corporate and 
Institutional Financial Services; and 


greater investment banking activity in the United States. 


. Harris’ net income increased by 12% in 1993 to U.S.$123.4 million, contributing 22% 


g 22 
of Bank of Montreal’s total net income. 
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PROVIDING A COMPREHENSIVE RANGE OF INVESTMENT BANKING SERVICES 
Bank of Montreal was the first Canadian bank to acquire an investment dealer with the 
purchase of The Nesbitt Thomson Corporation Limited (Nesbitt Thomson) in 1987. This 
action recognized changing customer needs and the growing proportion of customers 
in the saving and investing cycle of their lives. In January 1993, under the provisions of 
the new Bank Act, The Trust Company of Bank of Montreal was launched. 


In 1993 Nesbitt Thomson increased its earnings by $29.9 million to $49.5 million. At 
year-end 1993, the trust and custody business of the Bank of Montreal family, including 
Harris, was one of the larger operations in North America, with $335 billion in assets 
under administration. Included in this amount is our First Canadian group of mutual 
funds which is the sixth largest in Canada, with funds under management in excess 


of $5 billion. 


IMPROVING PRODUCTIVITY TO PROVIDE HIGH-QUALITY/LOW-COST SERVICE 
When our strategic priorities were established in 1990, Bank of Montreal put a high 
priority on reducing our costs relative to our revenues. This cost-to-revenue rela- 
tionship is our primary measure of productivity. Innovations in marketing, combined 
with improved service by employees everywhere, address the revenue side of the 
equation. On the cost side, our program of Continuous Improvement resulted in a 
re-engineering of several processes, a reduction in the number of interfaces required 
to complete customer transactions, and the continuing application of new and improved 
technologies to large scale document and data processing. Since 1990, these efforts 
have reduced significantly the Bank’s cost structure while generating higher volumes of 
business. These results are discussed in the Earnings Growth and Productivity sections 
on pages 30 and 37 respectively. 


MAINTAINING HIGH ASSET QUALITY 

The Bank has a reputation for the effectiveness of its prudent and disciplined approach 
to lending. This approach is reflected in the quality of its loan portfolio, which has 
been better than the average of the major Canadian banks over the past several years. 
A thorough discussion of the Bank’s approach to managing asset quality 1s provided 
starting on page 41. 

STRUCTURED TO ACHIEVE PRIORITIES 

The Bank is organized into four operating groups with clearly defined market mandates 
tightly aligned with our main priorities. Details of the assets managed and administered 


by these groups are provided 1n Table 3. 


Table 3 
Assets Under Management/Administration 
Personal & 
As at October 31, 1993 Commercial- Corporate & Investment 
(S in millions) Canada Institutional Harris Banking Total 
Balance Sheet Assets 
Canada 50,169 15,883 - 8,913 74,965 
United States ~ 8,688 17,628 6,552 32,868 
Other - 9,036 - - 9,036 
Total Balance Sheet Assets 50,169 33,607 17,628 15,465 116,869 
Assets Under Administration* - - ANY ADS 117,900 335,055 


ln RS SES 
*Assets under administration include mutual funds, trust funds and other assets held in custody. 
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EARNINGS GROWTH — 


CONSISTENT AND STRONG 


Earnings growth, defined as the percentage change in net income year over year, is a key 
performance measure for the Bank. Our objective is to have strong, consistent growth 


In Carnings. 


Net income for 1993 was $709 million, an increase of $69 million or 10.9% over last 
year. The increase in net income was due to higher business volumes, which generated 
revenue growth and improved productivity, but was partially offset by a higher provi- 


sion for credit losses. 


As indicated by Chart 3, the Bank has had strong, consistent growth in net income 
since 1989, reporting its fourth consecutive year of record earnings in 1993. Our aver- 
age annual growth in earnings for the period 1990-1993 was 10.8%. 


Table 4 shows components of the Bank’s total earnings for 1993 compared to 1992. 
Total revenue is discussed in this section, while non-interest expense is covered in the 
Productivity section on page 37. The provision for credit losses is reviewed in the Asset 
Quality section on page 42. 


Table 4 

Total Earnings Increase 
For the Year Ended October 31 1993 over 
($ in millions) 1992 1993 1992 (%) 
Net interest income (TEB)* 3,077 3,280 6.6 
Other income 1,365 1,581 15.8 
Total Revenue 4,442 4,861 9.4 
Provision for credit losses 550 675 DRG 
Non-interest expense 2,765 2,916 5.5 
Income before taxes and non-controlling interest in subsidiary 1 eH 1,270 1207, 
Income taxes and non-controlling interest in subsidiary 487 561 15.0 
Net Income 640 709 10.9 
Year-Over-Year Growth 7D 10.9% 


*The taxable equivalent (TEB) adjustment increases interest.income on tax-exempt assets to the amount 
that would result if the income were taxable (and increases the tax provision by the same amount). This 
adjustment results in a better reflection of the pre-tax economic yield of these assets. 
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TOTAL REVENUE IMPROVES BY 9.4% 

The Bank’s total revenue is made up of net interest income and other income. Net 
interest income is primarily the interest earned on loans and securities less interest paid 
on the liabilities which fund these assets. Changes in net interest income result from 
changes in the volume of assets and liabilities and changes in the average net interest 
spread earned on those products. Other income includes revenue from operating services, 
card services, investment and securities services, foreign exchange, lending fees, trust 
and other services. Growth in revenue represents a vote of confidence from customers 
in the Bank’s service and expanding range of products. 


Total revenue was $4,861 million in 1993, up 9.4% from last year, as shown in Table 5 
and Chart 4. This consisted of net interest income growth of 6.6% and an increase in 
other income of 15.8%. Chart 5 shows the distribution of total revenue in Canada, the 
United States and elsewhere. Total revenue increased in all three geographic areas in 
1993. The proportion of revenue derived from the United States has increased from 
1992, as the 12.4% rate of revenue growth from the United States exceeded the average 
8.4% rate of revenue growth from Canada and other countries. 


The Bank’s strategy for revenue improvement is to increase business volumes by 
providing superior customer service and innovative products that meet the needs of 
the marketplace. As discussed on pages 27-29, the Bank has several specific revenue 
improvement strategies: growth in the Canadian personal and commercial market; 
increased profitability from the large corporate and institutional market; expanded 
investment in banking activities in the United States personal and commercial market; 
and the provision of a comprehensive range of investment banking services. 


The remainder of this section discusses the growth of loans and deposits, net interest 
‘spread, management of the interest-rate sensitivity position, and other income. 


Table 5 

Revenue Increase 
For the Year Ended October 31 1993 over 
($ in millions) 1989 1990 1991 1992 1993 1992 (%) 
Net interest income as reported DIST D535 2,708 3,010 3,212 6.7 
Taxable equivalent adjustment 72 71 68 67 68 1.6 
Net Interest Income (TEB) 2,600 2,606 2,776 3,077 3,280 6.6 
Other income 986 1,047 4) AS p365 1,581 15.8 
Total Revenue 3,586 3,653 3319195) 4,442 4,861 9.4 


GROWTH OF LOANS AND DEPOSITS CONTRIBUTES SIGNIFICANTLY 

TO INCREASE IN NET INTEREST INCOME 

Net interest income in 1993 was $3,280 million, up $203 million or 6.6% from last year. 
Continued strong growth in loans and deposits partially offset by a slight decline in 
spread was a major contributor to the improvement. Net interest spread benefitted 


from higher interest income received on non-performing loans. 
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Growth in average loans in the Canadian personal and commercial market was 11.0% in 
1993, reflecting growth in all our priority markets as indicated in Chart 6. Residential 
mortgages rose 15.7% over last year, commercial (small and mid-sized businesses) loans 
increased 11.3% and personal loans grew 1.7%. These increases were achieved through 


Chart 6 innovative product structuring, pricing and responsive customer 
Loan Growth in Priority Markets service, and resulted in the higher market shares shown in Chart 7. 
in Canada 
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Examples of the Bank’s product pricing innovation are the enhance- 
ment and extension of the Bank’s Small Business Lending Rate to 
April 1, 1994 and the introduction of the Protected Variable Rate 
Mortgage. During the course of 1993, up to 90,000 customers have 


five-year Protected Variable Rate Mortgage, the first of its kind 
in Canada, allows customers to enjoy low variable rates with the 


security of a preset maximum interest rate. 


A discussion of deposits is provided in the Liquidity section under 


15 20 Diversified Funding Sources on page 52. 


NET INTEREST SPREAD BENEFITS FROM HIGHER INTEREST INCOME RECEIVED 
ON NON-PERFORMING LOANS 

Net interest spread is the difference between the interest rate earned on assets and the 
interest rate paid on deposits and other liabilities that fund those assets. 


Net interest spread was 2.92% in 1993, compared to 2.96% in 1992. This slight decline 
was the result of offsetting changes in two key components of the spread: an increase 
in the interest income from non-performing loans and a decrease in the spread from 
normal operations. Chart 8 shows how these two components have contributed to net 
interest spread over the last five years. Average balances and interest rates for the Bank’s 
assets and liabilities for 1993 compared to 1992 are shown in Table 6. 


The interest received from non-performing loans increased by $121 million in 1993, 
primarily as a result of proceeds from the settlement of past-due interest on loans to 
Brazil. This settlement added $106 million to net interest income. 


Net interest spread from normal operations narrowed from 2.91% to 2.77%. Changes 
in this component of net interest spread reflect the effect of three interdependent 
business factors: 


growth in loans and deposits resulting from customers’ demand for products that 
meet their needs; 

changes in the interest rate margins due to changes in customer interest rates 

on loans and deposits; and 

changes 1n interest rate margins due to interest rate sensitivity positions, which reflect 
customers’ changing term preferences. 


The growth in loans and deposits was a major contributor to the growth in net interest 
income; however, customers’ choice of products and their term preferences for loans 


and deposits resulted in reduced spread because the growth was in lower risk, lower 


spread products like mortgage loans, and higher-cost, longer-term deposits. Interest 
rate margins were narrower in 1993 than in 1992 primarily because the decline in 
interest rates had a beneficial effect in 1992 which did not occur to the same extent in 
1993. The Bank’s interest rate sensitivity position is explained in more detail on page 34. 
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Table 6 : Chart 8 


Average Balances and Average Interest Rates of Assets and Liabilities Net Interest 
For the Year Ended October 31 Spread 
($ in millions) 1992* 1993 P 
For the Year Ended October 31 
Average Average (%) 
Average interest Average interest 
balances rate (%) Mix (%) balances rate (%) Mix (%) 
40 
Assets 
Deposits with other banks 9,493 5.69 9.1 9,976 4.21 8.9 
Securities 19,998 6.91 19:2 205782 6.06 18.5 
3.5 
Loans 
Canadian Dollars 
» Mortgages 18,358 10.22 17.6 Se2A7 110 9.04 18.8 
= Consumer instalment, credit card 
and other personal loans 10,048 10.69 9:7 weOY330 9.50 9.2 
= Loans to businesses 
and governments soy) 8.27 130) 14,949 6.87 13°53 a5 
41,925 9.70 40.3 46,389 8.44 41.3 
U.S. Dollar and Other Currencies 24,547 6.35 23.6 27,516 5.81 24.5 
Total Loans 66,472 8.46 63.9 78905 7.46 65.8 20 
Other Assets 8,094 7.8 7,575 6.8 89 90 91 92 93 
Total Assets 104,057 7.26 100.0 112,238 6.41 100.0 Hl Net interest spread 
Liabilities [Spread from normal 
Deposits operations 
Canadian Dollars ! Contribution from 
=» Banks DI S35) DAs Dab 2,810 3.99 2.5 interest on non- 
» Businesses and governments 10,075 5.08 O°7 ad 90 4.10 10.3 performing loans 
“= Individuals 36,353 5/52) 34.9 38,057 4.51 33.9 spread fom normal 
49,013 5.41 47.1 52,457 4.39 46.7 ea 
U.S. Dollar and Other Currencies 38,384 3.94 36.9 39,699 3514 35.4 
Total Deposits 87,397 4.76 84.0 92,156 3.84 82.1 
Subordinated debt and 
other interest-bearing liabilities 6,840 4.52 6.6 10,220 3.67 9.1 
Other liabilities 4,958 4.8 4,439 4.0 
Shareholders’ equity 4,862 4.6 5,423 4.8 
Total Liabilities and 
Shareholders’ Equity 104,057 4.30 100.0 112,238 3.49 100.0 
Net Interest Spread on Average Assets 2.96 Deo? 


*Certain average balances were reclassified to conform with 1993 presentation. 


Customers continue to demonstrate increasing sophistication in their choice of terms 
for borrowing and investing; this has resulted in a higher proportion of longer-term, 
higher-cost deposits. During 1993 the Bank responded to customer demand with 
the introduction of an escalating rate guaranteed investment certificate — one of the 
first introduced in Canada, which offers a higher interest rate each year of its term, 
while providing the option to reinvest in another guaranteed investment certificate, at 
Flexible Term Investment is a 


™ 


specified times during the term. The Seniors’ Choice 
longer-term investment product that offers attractive investment rates while allowing 
some access to the invested funds at any time before maturity. At the same time, cus- 


tomers have shown a preference for shorter-term, lower-priced mortgages and loans. 
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MANAGEMENT OF INTEREST RATE SENSITIVITY POSITION 
Changes in the level of interest rates have an effect on net interest spread and, therefore, 
net interest income. The amount and direction of the effect depends on the amount of 
assets and liabilities that reprice in the time period during which interest rates change. 
The management of these potential effects of changes in interest rates on the Bank’s 
earnings is referred to as the management of interest rate risk. 


Changes in the level of interest rates affect earnings as follows: an interest rate sensitivity 
position or gap exists when there is a difference in the asset and liability balances that 
would reprice in a particular period if interest rates changed. When repricing liabilities 
exceed repricing assets in a period, net interest spread will widen as interest rates decrease 
because the interest cost of deposits will decrease more than the interest yield on assets. 
This is referred to as a liability-sensitive gap. Conversely, when a sensitivity position is 
caused by repricing assets exceeding repricing liabilities — an asset-sensitive gap — the 
spread will narrow when rates decrease. When rates increase, the impact is the opposite 
of that described above. 


The Bank maintains very strong control of interest rate risk by establishing prudent 
interest rate risk management policies and limits, regularly measuring and assessing 
interest rate positions, and frequently monitoring interest rate risk positions against 
established limits. The Bank measures and assesses interest rate risk positions using a 
wide range of sophisticated analytical techniques, such as gap analysis, income and 
market-value sensitivity testing and simulation analysis. The Bank also integrates new 
product development and pricing into the risk management process. Risk management 
policy formulation 1s the responsibility of the Bank’s Risk Management Committee 
while the monitoring of positions is the responsibility of the Asset/Liability Manage- 
ment Committee. 


A key measure of the level of interest rate risk in the balance sheet 1s the total sensitivity 
gap within one year. The Bank’s interest rate sensitivity gaps as at October 31, 1993 
and 1992 are shown in Table 7, with the Canadian dollar positions shown separately 
from the Bank’s positions in U.S. dollars and other currencies. The Bank has a liability- 
sensitive gap within one year. During 1993, the Bank reduced its liability-sensitive gap 
within one year by approximately 60% for Canadian dollars. The position within one 
year was almost fully matched for U.S. dollars and other currencies. 


Table 7 

Interest Rate Sensitivity Position* Total Non- 

As at October 31 Oto3 3to6 6to12 ~~ within Over _ interest 

($ in billions) months months months year 1 year sensitive Total 


Canadian Dollars 


Assets S52 6.9 5).1| 47.2 15s7, 7.4 7A0)33 
Liabilities 40.7 3.4 4.8 48.9 UES) 135 70.3 
REDUCED SENSITIVITY Interest Rate Sensitivity Position — 1993 (535) 35 0.3 (1 a7) 7.8 (6.1) = 


ee Interest Rate Sensitivity Position — 1992 (9:4). 2250 26 WRB 101 (6) . 


U.S. Dollar and Other Currencies 
Assets 28.8 b> Sif; 38.0 4.4 4.2 46.6 
' Liabilities 36.8 DD (122) Ses eS 2.0 6.8 46.6 


Interest Rate Sensitivity Position - 1993 (S:0)eeese3 4.9 214) 6) - 
Interest Rate Sensitivity Position — 1992 (8.8) 4.4 Set (1.3) Sal (1.8) - 


INTEREST RATES. 


*The positions reflect the effect of off-balance sheet transactions, such as interest rate swaps, futures and’ 

. forward rate agreements, undertaken as part of the Bank’s management of interest rate risk. The positions 
also reflect adjustments made for projected prepayments on loans and mortgages and early redemptions 
of term deposits, where applicable. 
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OTHER INCOME BENEFITS FROM HIGHER VOLUMES IN ALL CATEGORIES 

Other income 1s largely income from fee-based services. Fee-based services are becoming 
an increasingly important source of revenue. The Bank has been steadily increasing the 
proportion of other income to total revenue as it broadens the range of financial services 
it offers to meet customers’ needs. Table 8 shows the major components of other income 
and the increasing percentage that other income represents of total revenue. 


As shown in Table 8, other income increased 15.8% to $1,581 million in 1993 and rep- 
resented 32.5% of total revenue, compared with 30.7% in 1992. Growth was recorded 
in all categories. Growth in other income during the last four years has increased each 
year from 7.6% in 1990 to 15.8% in 1993. 


Table 8 

Other Income Increase 
For the Year Ended October 31 1993 over 
(S in millions) 1989 1990 1991 1992 1993 1992 (%) 
Operating services 302 334 Bley 390 415 67, 
Lending fees* 96 97 110 118 147 23.5 
Card services 161 174 190 193 208 8.1 
Investment and securities services 171 162 185 218 282 29.4 
Trust income 125 140 146 165 183 10.8 
Foreign exchange 116 139 136 161 170 5.4 
Other services 105 12 25 120 176 46.9 
Foreign currency translation adjustment (90) (111) (30) - - - 
Total 986 1,047 1,219 1,365 1,581 FEE-BASED SERVICES 


ARE BECOMING 
AN INCREASINGLY 


Year-Over-Year Growth 
(excluding foreign currency 
, ; i “ & 3% . IMPORTANT SOURCE 
translation adjustment) (1.7%) 7.6% 7.8% 9.3% 15.8% SF EGRE 
Other Income, as a % 
of Total Revenue 27.5% 28.7% 30.5% 30.7% 32.5% 


*Fees relating to acceptances, guarantees and letters of credit were reclassified as lending fees to conform 


with 1993 presentation. 


The Bank kept its commitment to customers by not increasing fees charged on many 
banking services and was rewarded with an increased volume of business. The freeze 
on customer service charges was initiated in June 1992 and will be in effect until 
January cl, 1995. 


Operating services income increased 6.7%. Cash management services were a strong 
contributor. The 1992-1993 Brendan Wood Corporate Electronic Banking Survey 
reported that the Bank of Montreal’s large corporate cash management clients gave 
the Bank a superior rating for customer service. Bank of Montreal also ranked number 
one in share of total cash management transactions processed for the large corporate 
market in Canada. 

Lending fees increased 23.3%, reflecting the Bank’s increased activities in bringing 
together borrowers and lenders in both U.S. and Canadian marketplaces. The Bank’s 


role as an intermediary provides an important dimension in our Relationship Manage- 
ment Service, enabling us to offer our clients an effective combination of financing, 


treasury and operating services. 
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Credit card income grew 8.1%. Credit card income is primarily the fees paid to the 
Bank for processing merchant sales charged on credit cards. In May 1993, the Bank of 
Montreal and Shell Canada Limited launched a new credit card program, offering cus- 
tomers a choice of two credit cards and building on the relationship between Shell and 
Bank of Montreal as sponsors of the successful AIR MILES™* Travel Reward Program. 
The Bank also launched its new FirstHome program, through which the Bank con- 
tributes up to $2,500 from purchases charged on a Bank of Montreal MasterCard card 
(5% of purchases up to a maximum of $500 per year) towards the down payment on 
the customer’s first home purchase. 


Income from investment and securities services increased 29.4% in 1993. This improve- 
ment reflected strong performance from Investment Banking, largely due to Nesbitt 
Thomson’s retail and institutional activities as well as its increased participation in 
corporate financing. Investment Banking’s participation as a lead manager for large 
financings in the Canadian public markets in 1993 was at an all-time high. Higher 
securities Commission revenue at both the retail and institutional level, a result of 
the strength of Canadian equity markets, also accounted for a significant portion of 
the improvement in this income category. During 1993, the Bank introduced six new 
mutual funds to provide more diversified investment opportunities for our customers. 
The First Canadian® Funds grew in 1993 by 58% to $5.1 billion. Nesbitt Thomson 
commenced selling all of the Bank’s First Canadian Funds through its retail network 
in 1993. This arrangement is unique to the industry as no other investment dealer 
promotes the sale of its parent financial institution’s proprietary no-load mutual funds. 
Along with the quality investment advice provided by the Nesbitt Thomson investment 
advisor, Nesbitt Thomson's customers also benefit from the opportunity to purchase 
quality mutual funds with no sales, redemption or transfer charges. 


Income from trust services increased 10.8%. The Bank’s income from trust services is 
generated mainly by Harris, which is one of the top 20 trust companies in the United 
States with assets under administration of $217 billion (U.S.$164 billion). Earlier in 1993, 
the Bank launched its new trust company in Canada — The Trust Company of Bank 
of Montreal. At October 31, 1993, its assets under administration totalled more than 
$40 billion. 


Income from foreign exchange activities increased 5.4% primarily due to our ability 
to capitalize on the market conditions as well as the increased customer volumes in the 
US. marketplace. In September 1993, Bank of Montreal and Harris announced a new 
common management approach to Treasury operations designed to provide customers 
on both sides of the border with improved service, more products, better pricing 
and expanded market information. This new approach is expected to improve our 
competitive position and contribute to further growth in foreign exchange activities. 
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CONTINUOUSLY IMPROVING 


The Bank’s primary measure of its productivity is the cost to revenue ratio of non- 
interest expense to total revenue. A lower ratio indicates improved productivity. The 
Bank’s strategic plan places a high priority on continuously improving productivity, 
both to increase overall profitability and to generate funds for strategic investments. 
We also believe that reducing the Bank’s cost structure generates more efficient, effec- 
tive and error-free customer service, resulting in higher business volumes which, in 
turn, lead to improved revenue growth. 


The Bank’s productivity ratio improved from 62.2% in fiscal 1992 to 60.0% in 1993. 
The Bank’s ratio has improved every year since 1990 when the ratio was 67.2%, as 
Chart 9 illustrates. This steady improvement reflects both higher revenue and effective 
expense management. At 1993 revenue levels, each percentage point improvement in 
the productivity ratio is worth nearly $50 million in pre-tax earnings. 


Expense management is fundamental to our productivity strategy, because we believe it 
produces benefits on both sides of the productivity equation and supports our objective 
of being a low-cost provider of high-quality financial services. 


EFFECTIVE EXPENSE MANAGEMENT 
A comprehensive productivity improvement program has been underway since 1991. 
The four main components of the program are: 


Continuous improvement: This component has the greatest potential for the future. 
Employees are being trained to challenge and improve all processes, allowing us to be 
more responsive to customers. 

Business process re-engineering: This includes consolidation of back-office operations, 
process simplification, and automation of large volume transaction processing. The 
Bank’s Operations group, for example, has completed 119 consolidations since 1988, 
contributing, along with other initiatives, to a 17% reduction in their expenses despite a 
substantial increase in transaction volume. As a result of these consolidations, employees 
have been redeployed in direct customer service areas. 

Management of individual expense categories for which the Bank has a disproportion- 
ately high share: Reductions made in several categories have contributed significantly 
to our overall improvement in productivity. 

Productivity strategies for individual operating companies: These strategies include cost- 
control objectives which allow for flexibility to invest in revenue-generating activities. 


An analysis of non-interest expense by component — salaries and employee benefits, 
is provided in Table 9. 


premises and equipment, communication, and other expense 


In 1993 expenses increased 5.5% to $2,916 million. However, the effect of a weakening 
Canadian dollar against the United States dollar, and higher brokerage commissions 
and government levies were responsible for almost three-quarters of the increase. The 
increase excluding these factors was 1.5%. This was due mainly to the cost of invest- 
ments for future growth, while increases due to real business volume and inflation have 


been largely offset by productivity improvements. 

Salaries and employee benefits grew by 7.4% due mainly to higher brokerage commis- 
sions, which vary in relation to revenue. The increase was 3.1% excluding the special 
factors mentioned above. 

Premises and equipment costs were up 4.2%, or 2.8% excluding special factors, driven 


mainly by investments in technology, branch renovations and expansions. The Bank is 
promoting out-of-branch facilities such as automated banking machines, point-of-sale 


BANK OF MONTREAL 


Chart 9 
Productivity 


For the Year Ended October 31 


(%) 


my Productivity Ratio 


& Expense Growth 


I) Revenue Growth 


37 


80 


75 


70 


65 


60 


55 


50 


10 


terminals and tele-banking to handle routine transactions. As an example, during 1993 
245 additional automated banking machines were installed. Increased use of these 
facilities will provide more time for staff in the branches to improve service on more 
complex transactions. 


Communications and other expenses grew 1.6% and 2.4% respectively. However, 
ro) 
excluding special factors there were declines in both categories. 


Table 9 Increase (decrease) 

Non-Interest Expense 1993 over 1992 (%) 
(excluding 

For the Year Ended October 31 special 

($ in millions) 1989" 1990" 1991) 1992 eos factors) ** 

Salaries and Employee Benefits 1,290 1,392 1,442 1,534 1,648 7.4 Sal 

Premises and Equipment 

Rental and depreciation of premises 120 140 156 168 130m ° 7.4 

Maintenance and repairs 82 83 90 SY 84 (7.6) 

Property taxes 34 335) 40 3 40 10.0 

Computer costs 148 155 169 184 193 45 

Other* 78 76 82 78 79 7.8 

Total Premises and Equipment 462 489 537 DoS 576 4.2 2.8 

Communications 197 203 214 219 222 1.6 (0.2) 

Other Expenses 

Business and capital taxes By 68 64 82 92 12.8 

Professional fees 57, 51 55) 62 64 Bul 

Travel and business development 59 58 57, DD 59 Ted 

Deposit insurance premiums 34 39) 48 55 62 We 

@tnetiaass 179 153 188 205 193 (5.8) 

Total Other Expenses 381 369 412 459 470 2.4 (7.0) 

GROWTH DUE TO Total Non-Interest Expense 2,330 2,453 2,605 2,765 2,916 55 
crit NO peat Year-Over-Year Growth 14% 53% 62% 61% [ieee 


ONLY 1.5%. 


*Reclassified to conform with 1993 presentation. 
**Special factors consist of brokerage commissions, government levies, and the effect of the weakening 
Canadian dollar against the United States dollar. 
***Includes clearing house fees, brokerage expense, amortization of goodwill, employee training and other 
miscellaneous expenses. 


In 1993 government levies, other than income taxes, increased by $20 million. The most 
significant increase was in provincial capital taxes, which increased by $12 million, or 
20.6%, over 1992. This was due mainly to the effect of higher tax rates in Ontario, 
Quebec and British Columbia on increased shareholders’ equity. These levies, shown 
in Table 10, together with income taxes, represent a significant cost to the Bank. 
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Table 10 


Increase 

Government Levies other than Income Taxes (decrease) 
For the Year Ended October 31 1993 over 
($ in millions) 1992* 1993 1992 (%) 
Payroll levies 64 66 3.6 
Property taxes 37 40 10.0 
’ Provincial capital taxes 59 71 20.6 
Business taxes 23 21 (7.4) 
Goods and services tax 30 28 (7.0) 
Deposit insurance 55 62 eS 
Total Government Levies other than Income Taxes 268 288 Hes 


*Restated to conform with 1993 presentation. 
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CAPITAL ADEQUACY — 


EXCEEDED REQUIREMENTS 


The Bank’s capital base provides depositors with protection against possible losses 
resulting from banking activities, and supports our business growth. The adequacy 
of capital is typically measured as the ratio of capital to risk-weighted assets including 
both balance sheet and off-balance sheet items. The Office of the Superintendent of 
Financial Institutions (OSFI) requires that Canadian banks maintain a specified mini- 
mum ratio of capital to risk-weighted assets. In addition, management also measures 
its capital adequacy using a balance sheet capital ratio, which is defined as equity plus 
non-controlling interest in subsidiaries divided by total assets. 


The Bank’s objective for capital is to maintain a strong risk-weighted capital ratio that 
consistently exceeds the minimum regulatory requirement. This is especially true with 
respect to the Tier 1 ratio which encompasses more-permanent capital. The secondary 
objective is to maintain an equity-to-assets ratio of at least 5%. 


CAPITAL RATIO WELL IN EXCESS OF REQUIREMENT 

During 1993 the Bank’s total risk-weighted capital ratio strengthened to 10.31% from 
8.91% in 1992, as shown in Table 11. This was well in excess of the 8% regulatory require- 
ment. Using the United States’ guidelines, the Bank’s total risk-weighted capital ratio 
was 11.1%. 


In addition, the Tier 1 ratio improved from 6.75% to 7.35%, well above the 4% regula- 
tory requirement. The Bank’s equity-to-assets ratio improved from 4.80% in 1992 to 
4.93% this year. 


TOTAL CAPITAL INCREASED 17% 

The improved capital ratios reflect growth of 17% in total capital which resulted from 
both earnings retention of $363 million and the $93 million of common shares issued 
primarily under the Shareholders’ Dividend Reinvestment and Share Purchase Plan. 
In addition, two subordinated debt issues totalling nearly $650 million were completed 
during 1993. A portion of the new capital was used to retire older, more expensive debt. 
The Bank minimizes the cost of the capital base by taking advantage of opportunities 
in the market. 


DEFINITION 


Capital Base 

The capital adequacy guideline of the OSFI defines two tiers of capital. Tier 1 capital consists 
of common shareholders’ equity; non-cumulative, perpetual preferred shares; and non-controlling 
interest in subsidiaries, less goodwill. This is considered to be more-permanent capital. Tier 2 
capital consists of term or cumulative preferred shares and qualifying subordinated debt. Total 
capital is the sum of the two tiers, less investments in non-consolidated subsidiaries, with Tier 1 
required to make up at least 50% of the total required capital. The components of the Bank’s 
capital base and the capital ratios are presented in Table 11. 
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Table 11 
Capital Funds 
As at October 31 


($ in millions) 1992 1993 
Tier 1 5,060 55938 
Tier 2 1,650 2,248 
Total Tier 1 and Tier 2 Capital 6,710 7,841 
Less: Investment in non-consolidated subsidiary (28) - 
Total Capital 6,682 7,841 
Risk-Weighted Assets (sce Table 12) 74,964 76,074 
Risk-Weighted Capital Ratios 
eran 6.75% 7.35% 
CAPITAL RATIOS WELL Total 8.91% 10.31% 
EXCEEDED REGULATORY Required Regulatory Capital Ratios 
REQUIREMENTS. Tier 1 4.00% — 4.00% 
Total 8.00% 8.00% 
Balance Sheet Capital Ratio 
Equity to assets 4.80% 4.93% 


DEFINITION 


Risk-Weighted Assets 
Assets and off-balance sheet items are risk-weighted according to the deemed credit risk inherent 
therein. The key components of the calculations of risk-weighted assets are set out in Table 12. 


Table 12 


Risk-Weighted Assets 
As at October 31 


($ in millions) 1992* 1993 
Risk- Risk- Risk- 

weighted Credit risk weighting weighted 

balance Balance _— equivalent (%) balance 


Balance Sheet Items 


Cash resources 1,950 12,081 0-20 2,129 
Securities 2,980 23,328 0-100 2,936 
Mortgages 9,688 237130 0-100 10,820 
Other loans and acceptances 43,568 54,453 0-100 43,136 
Other assets 3,861 3,877 0-100 3,718 
62,047 116,869 62,739 
Off-Balance Sheet Items 
Letters of credit and guarantees 3,976 5,555 4,369 20-100 4,192 
Commitments 6,223 45,260 7,520 0-100 7,163 
Foreign exchange rate contracts 2,181 233,451 5,236 0-50 1,384 
Interest rate contracts 457 113,438 1,719 0-50 548 
Other 80 169 84 0-100 48 
229 13,335 
Total Risk-Weighted Assets 74,964 76,074 


*Reclassified to conform with 1993 presentation. 
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Total assets at October 31, 1993 were $117 billion, up $7.8 billion, or 7.2%, from $109 
billion a year ago. The major components of the Bank’s assets as at October 31, 1993 
are shown in Chart 11. At year-end, 30% of the assets comprised cash resources and 
securities, which are primarily liquid assets. The portfolio of loans and acceptances 
represented 67% of total assets. The remaining 3% was other assets, such as land, build- 
ings and equipment, interest receivable, deferred income taxes and goodwill. 


The Bank’s measurement and management of asset quality focuses primarily on the 
quality of the loans and acceptances portfolio. A discussion of more liquid assets, such 
as cash and securities, is covered in the Liquidity section, beginning on page 51. 


This section provides an assessment of asset quality and a discussion of the management 
and measurement of asset quality and the diversification of the portfolio. 


OVERALL ASSESSMENT OF ASSET QUALITY 

The Bank’s primary measure of asset quality is the provision for credit losses as a percen- 
tage of average loans. A secondary measure of asset quality is net non-performing loans 
and acceptances as a percentage of total loans. Lower ratios generally indicate better asset 
quality. The Bank’s objective 1s to maintain consistently superior asset quality. 


The Bank’s performance in 1993 with respect to these two measures indicates stable 
asset quality. The provision for credit losses to average loans ratio was somewhat higher 
than last year’s, but the level of specific provisions and the ratio of net non-performing 
loans and acceptances to total loans were lower. 


HOW THE BANK MANAGES ASSET QUALITY 

Management of asset quality within Bank of Montreal is based primarily on a strong 
credit culture that promotes a prudent and professional approach to risk-taking. Bank 
policy requires prompt recognition of problem accounts and their transfer to a group of 
specialists skilled in managing such accounts. The principles and activities that support 
this fundamental corporate philosophy are detailed below: 


disciplined decision-making, consisting of a dual approach to risk assessment 
whereby most business loans are reviewed by account managers and, separately, 

by independent credit officers; 

rigorous standards and processes of accreditation for all lending and credit 

officers, with discretionary lending authority commensurate with competencies 

and experience; 

clear communication of the Bank’s credit standards through policies, procedures 

and training; 

clear definition of authorities and accountabilities at every stage in the lending process; 
regular review by a committee of Senior Executive Officers of all large credits 
recommended by line groups and a formal quarterly review of all problem accounts; 
effective management of the Bank’s overall asset portfolio to diversify credit risk 

and limit concentration in single sectors or accounts; 

continuous review of credits and credit management processes by a strong, independent 


corporate audit group. 


The Bank has in place a matrix of interlocking checks, balances and controls designed 
to produce a sound portfolio. Such systems have been in place for several years — with 
constant refinement — and have withstood the strong growth experienced in the late 


1980s, as well as the recent recession. 
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Credit control systems also serve customers well. The Bank’s focus on clearly defined 
lending guidelines and overall portfolio risk management allowed the Bank to main- 
tain its credit standards throughout the recession, ensuring customers of a consistent 
approach to their borrowing needs. 


The Bank’s management of its overall portfolio includes regular industry reviews and 
ongoing assessment of levels of concentration and diversification. Diversification is 
achieved by: 


lending in different geographic locations; 
lending to a broadly based individual market; 
limiting the level of lending to specific individuals, businesses and group relationships; 
ensuring that lending to the commercial, corporate and institutional sectors is well 
diversified by industry and that the exposure to any one industry does not exceed 
acceptable limits. ; 


MEASUREMENT OF ASSET QUALITY 


DEFINITIONS 


Provision for Credit Losses 

Provision for credit losses is the charge to income for credit losses. Provisions may be specific if for 
a particular loan, or general if for a particular industry or geographic location where credit quality 
is deteriorating. 


Allowance for Credit Losses 
Allowance for credit losses is an accumulation of provisions for losses less amounts written off, net 
of recoveries. The allowance is deducted from the related asset category on the balance sheet. 


Loans and Acceptances 
Loans and acceptances comprise loans (which include mortgages), loan substitutes and acceptances. 


Non-Performing Loans and Acceptances 

Non-performing loans and acceptances (non-performings) are those for which interest is past due or 
the collectibility of principal or interest is in doubt. Non-performing loans include real estate assets 
acquired in satisfaction of problem loans. 


PROVISION FOR CREDIT LOSSES TO AVERAGE LOANS 

The Bank’s 1993 provision for credit losses was $675 million, as shown in Table 13. 
This represents a $125 million increase from the amount provided in 1992, resulting 
in a ratio of provision for credit losses to average loans of 0.94%. This compares to 
0.85% in 1992. In 1992 the provision for credit losses benefitted from the reversal of 
$244 million of the excess country risk provision. Excluding this reversal, the provision 
for credit losses ratio in 1993 was significantly lower than the 1992 level. The effect of 
years of economic weakness on the financial condition of many customers led the Bank 
to re-institute the general provision of $100 million established last year. 
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The weakness of the economic recovery throughout North America continued to 
have a particularly negative effect on the commercial real estate industry, causing an 
increase in the provision for credit losses on real estate loans. As shown in Chart 13, 
total provisions for specific loans declined, as reductions in other sectors offset the real 
estate increase. 


Table 13 


Provision for Credit Losses 
For the Year Ended October 37 


($ in millions) 1992 1993 
Specific Provisions 
Individuals 2 113 
Commercial, Corporate and Institutional 592 562 
Total Specific Provisions 744 675 
Less: Application of prior-year general provision (50) (100) 
Application of excess country risk provision (244) - 
Net charge to earnings for specific provisions 450 575 
Add: Charge to earnings for establishment of general provision 100 100 
Total Provision for Credit Losses 550 675 
Provision for Credit Losses, as a % of Average Loans 0.85% 0.94% 


The allowance for credit losses decreased by $71 million to $1,999 million, as shown 
in Table 14. The decrease reflects the effect of a reduction in the allowance relating 
to designated country loans and securities sold during 1993. This reduction more than 
offsets an increase in the allowance relating to other loans and acceptances. As a result 
of this increase in the non-designated country allowance, the coverage of gross non- 
performing loans and acceptances improved to 39.3% as indicated in Table 15. 


Table 14 
Changes in the Allowance for Credit Losses 
For the Year Ended October 31 


($ in millions) 1992. 1993 
Balance at Beginning of Year 2,149 2,070 
Add: Provision for credit losses 550 675 
Subtract: Write-offs, net of recoveries (783) (829) 
Add: Other, including foreign exchange rate changes 154 83 
Allowance for Credit Losses at End of Year 2,070 1,999 
Table 15 
Coverage Ratios Excluding Designated Countries 
As at October 31 1989 1990 1991 1992 1993 
Allowance for Credit Losses,** as a % of 
Gross Non-Performing Loans and Acceptances 88.2% 38157 33.570) 36.1% B393i76 
Allowance for Credit Losses,* as a % of 
Gross Total Loans and Acceptances 0.8% 1.0% 1.0% 1.6% 1.7% 


*Excludes allowance for credit losses for off-balance sheet exposure. 


BANK OF MONTREAL 


DECLINE IN TOTAL 
SPECIFIC PROVISIONS. 


Chart 13 


Specific Provisions 
For the Year Ended October 31 
($ in millions) 


800 
600 
400 
200 
(0) 
94 92 93 
B Total Bank 
@ Real Estate 
43 


1000 


800 


600 


400 


200 


(0) 


3.0 


a 


2.0 


0.5 


(0) 


Chart 14 

Growth in Net 
Non-Performing 
Loans and 


Acceptances 


For the Year Ended October 31 
($ in millions) 


| | i. 
91 92 93 


Total Bank 


Real Estate 


Chart 15 

Net 
Non-Performing 
Loans and 


Acceptances 


As a % of Net Total Loans 
As at October 31 
(%) 


89 90 91 92 93 


44 


NET NON-PERFORMING LOANS AND ACCEPTANCES TO NET TOTAL LOANS 


At year-end 1993 net non-performing loans and acceptances increased $90 million to 


$2,263 million, or 3.1% of net total loans outstanding. This increase was down signifi- 


cantly from the $909 million increase experienced in 1992, mainly due to a sharp decline 


in increases to non-performing real estate loans, as shown in Chart 14. 


Table 16 Increase 
Net Non-Performing Loans and Acceptances (decrease) 
As at October 31 1993 over 
($ in millions) 1992 1993 1992 
Market 

Individuals 86 74 (12) 
Commercial, Corporate and Institutional 1,907 1,965 58 
Designated Lesser Developed Countries 180 224 44 
Total Net Non-Performing Loans and Acceptances BAUS: 2,263 90 


Net Non-Performing Loans and Acceptances, 
as a % of Net Total Loans 3.2% 3.1% 


Additions to the non-performing account declined by 26% from 1992. This reduction, 


shown in Table 17, reflects the increasing stability in the portfolio. 


Table 17 


Analysis of Changes in Net Non-Performing Loans and Acceptances 
For the Year Ended October 31 


($ in millions) 1992 1993 
Net Non-Performing Loans and Acceptances, Beginning of Period 1,264 2s 
Total Changes, Excluding Lesser Developed Countries : 
Additions to non-performing loans and acceptances 2,030 1,497 
Less: Loans and acceptances returning to performing status (466) (730) 
Write-offs (348) (524) 
Net Increase in Allowance for Credit Losses (487) (197) 
Increase, Excluding Lesser Developed Countries 729 46 
Increase, Designated Lesser Developed Countries 180 44 
Net Non-Performing Loans and Acceptances, End of Period DATs 2,263 
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DIVERSIFICATION OF LOANS AND ACCEPTANCES 

The loans and acceptances portfolio is diversified throughout the individual market 
and the commercial, corporate and institutional markets. As shown in Table 18, total 
loans and acceptances, net of allowance for credit losses, were $78 billion at year-end, 


a $6.5 billion increase from the prior year. 


Table 18 
Total Loans and Acceptances by Market and Location Increase Net non- 
(Net of Allowance for Credit Losses) (decrease) performings 
As at October 31 1993 over asa % 
($ in millions) 1992 1993 1992 of total 
Market $ $ Mix (%) $ 
Individuals 30,238 32,259 41.5 2,021 0), 
Commercial, Corporate and Institutional 40,602 45,198 58.1 4596 43 
Designated Lesser Developed Countries 424 295 0.4 (129) TSE 
Total Loans and Acceptances 71,264 Zip 52 100.0 6,488 2.9 
Location 
Canada 
Atlantic Provinces 2,583 2,693 3.5 110 0.7 
Quebec 8,645 9,022 11.6 Bi 29 
Ontario 23,014 25,913 33.3 2,899 1.6 
Prairies 7,070 7,457 9.6 387 Dil 
British Columbia and Territories 7,808 8,413 10.8 605 0.4 
Total Canada 49,120 53,498 68.8 4,378 ‘hed 
United States 20,332 22,665 2922 DBs! 5.0) 
Other 4) f33|2 1,589 2.0 (223) 14.6 
Total Loans and Acceptances 71,264 RT hey) 100.0 6,488 BE 
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LOANS TO INDIVIDUALS 

Loans to individuals are primarily those managed by Personal and Commercial Financial 
Services and Harris. At October 31, 1993 loans to individuals were $32 billion — a 
6.7% increase over the prior year — and accounted for 42% of the Bank’s total loans 
and acceptances. Asset growth was due mainly to a continued high level of mortgage 
activity, although credit card initiatives, such as the FirstHome MasterCard card pro- 
gram, Shell Card and AIR MILES, were also contributors. Growth was evident in 
most regions, maintaining the broad geographic diversification of this portfolio. 


The Bank’s loans and mortgages to individuals are of very high quality as indicated by 
the low and improving ratios of net non-performing loans and provision for credit 
losses shown in Table 19. Increasing its share of this lower-risk market in both Canada 
and the United States is a high priority for the Bank. 


Table 19 : 

Loans to Individuals by Product Net non- 
(Net of Allowance for Credit Losses) Increase performing 
WeahOcoberst 1993 over loans asa % 
($ in millions) 1992 1993 1992 of product 
Product $ $ Mix (%) $ 

Mortgages* 18,410 19,988 62.0 1,578 0.3 
Gards** 2,694 2,896 9.0 202 - 
Personal loans 9134 9,375 29.0 241 (0)2 
Total Loans to Individuals 30,238 32,259 100.0 2,021 0.2 


Net Non-Performing Loans, 
as a % of Total Loans 0.28% 0.23% 
For the Year Ended October 31 


Provision for Credit Losses, 
as a % of Average Loans 0.52% 0.38% 


*Excludes $1.3 billion (1992 — $1.0 billion) in residential mortgages classified as commercial and corporate loans. 


**Credit card loans are written off at the same time as they are classified as non-performing. 


COMMERCIAL, CORPORATE AND INSTITUTIONAL LOANS AND ACCEPTANCES 
Loans and acceptances to commercial and corporate businesses and to institutions 
amounted to $45 billion at year-end, as shown in Table 20. This represented an increase 
of $4.6 billion or 11.3% from last year. Growth in loans to financial institutions repre- 
sented almost all of this increase. 


The high quality of loans and acceptances in the financial institutions industry 1s indi- 
cated by the ratio of net non-performings to total loans and acceptances, which, at 0.3%, 
is almost the same as that for the lower risk individual market. The remaining portfolio 
is well-diversified among a variety of industries. Growth in these industries, excluding 
real estate, was $821 million. This amount reflects strong growth in commercial lending 
(lending to businesses with revenues less than $500 million), offset by a net decline in 
corporate and institutional lending to these industries, primarily in Canada. The changes 
in the corporate and institutional portfolio reflect the highly competitive corporate 
marketplace in Canada, and the better loan pricing environment and more diversified 
‘customer base available in the United States. These factors underlie the Bank’s emphasis 
on expanding its relationships with large U.S. corporations. 
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Loans and acceptances to the real estate sector were reduced by $445 million during 1993 
to $5.8 billion at year-end. Management of this portfolio is discussed in the next section. 


Table 20 
Commercial, Corporate and Institutional Loans 
and Acceptances by Industry Increase Net non- 
(Net of Allowance for Credit Losses) (decrease) performings 
As at October 31 1993 over as a % 
($ in millions) 1992 1993 1992 of industry 
Industry $ $ Mix (%) $ 
Financial institutions TLDS 11,973 26.5 4,220 0.3 
Commercial mortgages 2,806 3,142 6.9 336 1.0 
Construction (non-real estate) 693 648 1.4 (45) dAk6 
Manufacturing 5,987 5,345 11.8 (642) 1.0 
Mining and energy DAVY 1,896 4.2 (281) 7.6 
Service industries 3,399 3,545 7.8 146 1.5 
Retail and wholesale trade 4,454 4,909 10.8 455 4.2 
Agriculture 1,436 1,582 3.5 146 2.3 
Transportation, communications 

and utilities 3,099 3,310 73 24 1S 
Other 2,673 3,168 7.0 495 0.8 
Sub-Total, Excluding Real Estate 34,477 39,518 87.2 5,041 
Real Estate 6,225 5,780 12.8 (445) 23.4 
Total Loans and Acceptances 40,702 45,298 100.0 4,596 4.6 
General Provisions (100) (100) 


Total Loans and Acceptances 
Net of General Provisions 40,602 45,198 4,596 4.3 


For the Year Ended October 31 
Provision for Credit Losses, 
as a % of Average Loans Zao 1.36% 


REAL ESTATE FINANCINGS 

Weak economic recoveries in both Canada and the United States during 1993 continued 
to challenge real estate developers and the banks that provide their financing. Bank of 
Montreal’s real estate portfolio was well diversified by property type and geographic 
location, with almost one-half of the portfolio outside Canada. Nevertheless, the Bank 
did experience significant losses. We believe that the level of losses incurred was mod- 
erated by our decision in the mid-eighties to curtail real estate financings, particularly 
in the office building, hotel and condominium segments and in several of the geographic 
areas that subsequently suffered badly. The following is an analysis of the real estate 


portfolio by property type and location. 
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ANALYSIS BY PROPERTY TYPE AND LOCATION 


Table 21 
Real Estate Financing by 
Property Type and Location 


(Net of Allowance for Credit Losses) Increase Net nen: 
(Includes Off-Balance Sheet) (decrease) performings 
)s OGIO BI 1993 over Net non- asa % 
($ in millions) {92 1993 1992 (%) performings of total 
Property Type $ $ Mix (%) $ 
Office 2326 1,970 BAS (356) TIES) 39.5 
Residential (a) 1,482 1,427 22.8 (55) 105 74 
Collateralized by securities 
other than real estate 66 67 Ale 1 - - 
Shopping centres 1,632 1,580 25.2 (52) 358, DOES 
Land banking/development 351 274 4.4 (77) 78 28.5 
Industrial buildings 542 547 8.7 5 32 5) 
Hotel/Motel 155 145 23} (10) - - 
Other 180 250 4.0 70 @ 2.8 
Total Real Estate Financing 6,734 6,260 100.0 (474) 1,354 ZAG 
Location 
Canada 
Ontario 2,064 1,849 295 (215) 352 19.0 
British Columbia 700 751 12.0 51 - - 
Alberta 341 306 4.9 (35) 165 53.9 
Quebec B Ov, 356 5Y7, (LD) 41 AES 
Other 136 163 2.6 27, 4 25 
Total Canada 3,608 3,425 54.7 (183) 562 16.4 
United States 
Illinois 814 891 14.2 UY AZ 13.1 
New York 344 223 3.6 (121) 196 Seo) 
California 495 421 6.7 (74) 145 34.4 
Texas 241 136 2.2 (105) 77 56.6 
Colorado 119 71 1.1 (48) 32 45.1 
Washington 206 113 lets} (93) 63 55.8 
Minnesota 25 130 2a 5 = = 
Nebraska 97 98 1.6 1 ~ - 
Nevada 98 101 1.6 3 - = 
New Jersey 100 91 “1:39 (9) 73 80.2 
Other 329 439 7.0 110 89 20.3 
Total United States 2,968 PETE 43.4 (254) 792 29.2 
United Kingdom 158 121 lee) (37) - - 
Total Real Estate Financing 6,734 6,260 100.0 (474) 1,354 
Off-balance sheet financing (509) (480) 29 ~ 


Total Real Estate Loans 
and Acceptances 6,225 5,780 100.0 (445) les54 23.4 


*Restated to conform with 1993 presentation. 


(a) Residential includes single-family units, rental apartments and condominiums. 
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The real estate portfolio is diversified over several different property types, with signifi- 
cant amounts in office, residential and shopping centre properties. 


Geographically, the portfolio is spread primarily throughout Canada and the United 
States. Over 50% is in Canada, with Ontario having the greatest concentration, and 
the balance located mainly in British Columbia, Alberta and Quebec. In the United 
States, over 30% of the financing is for properties in Illinois with the remainder well 
distributed across the country. 


Non-performing loans and acceptances totalled $1,354 million at year-end, which 
represents 23.4% of the portfolio. Although the non-performing portfolio is spread 
thoughout the various properties and locations, it is most heavily concentrated in 
office properties and shopping centres. The United States non-performing loans and 
acceptances account for almost 60% of the total. 


The office market was hardest hit by the recession as indicated by 40% of the financing 
being classed as non-performing. A sharp drop in demand for office space in New 
York resulted in 88% of the portfolio being transferred to non-performing status. 
Over half of the financings in Alberta were classed as non-performing, due mainly to 
the office property situation. The portfolio in Ontario underwent major difficulties as 
well, due to financings to large Canadian developers who were also adversely affected 
by the recession. 


MANAGEMENT OF THE REAL ESTATE PORTFOLIO 

The Bank is aggressively dealing with its real estate portfolio. A key indicator of this is 
the significant reduction in increases to non-performing loans and acceptances from 
last year, as shown in Table 22. The Bank increased its provision for credit losses during 
the year to reflect continued weakness in the industry. This additional provision resulted 
in a 62% increase in the allowance for credit losses for real estate, producing a ratio of 
allowance for credit losses to gross non-performing loans and acceptances of 30.7%. 


Table 22 
Analysis of Changes in Real Estate Net Non-Performing Loans and Acceptances 
For the Year Ended October 31 


($ in millions) 1992 1993 
Gross Non-Performing Loans and Acceptances, Beginning of Period 751 1,707 
Additions to non-performing loans and acceptances 1,200 816 
Less: Loans and acceptances returning to performing status (167) (382) 
Write-offs (77) (189) 
Gross Non-Performing Loans and Acceptances, End of Period 1,707 1952 
Allowance for Credit Losses, Beginning of Period 118 370 
Increases B29 417 
Write-offs (77) (189) 
Allowance for Credit Losses, End of Period 370 
Net Non-Performing Loans and Acceptances, Beginning of Period 633 
Increases - 704 SHARP DECLINE 
: . IN INCREASES TO 
Net Non-Performing Loans and Acceptances, End of Period 1337. SO CARES 
Allowance for Credit Losses, as a % of Gross Non-Performing REAL ESTATE LOANS. 
Loans and Acceptances 21.7% 
Net Non-Performing Loans and Acceptances, as a % of Net 
21.5% 23.4% 


Real Estate Loans and Acceptances 
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DESIGNATED LESSER DEVELOPED COUNTRIES 
During 1993 the Bank continued its program of managing its exposure to designated 
lesser developed countries (LDC), as illustrated in Chart 16. 


In 1993 gross exposure was reduced by $573 million, or almost 40%, largely through 
sales of loans and securities; the excess of the aggregate sales price over book value for 
these transactions was used to increase the country risk provision rather than to increase 
earnings. At October 31, 1993 the net exposure to the designated countries sector was 
$241 million — lower than at year-end 1992. 


The country risk provision as a percentage of gross exposure now stands at 74.0%, an 
increase from 63.1% in 1992. 


Table 23 


Exposure to Designated Lesser Developed Countries, by Country 
As at October 31 


($ in millions) 1992 1993 
Gross Exposure 
Brazil 726 620 
Venezuela 310 28 
Argentina 214 45 
Bolivia 28 - 
Ecuador 87 91 
Poland ilies 121 
Total Gross Exposure 1,478 905 
Country Risk Provision (934) (664) 
Net Exposure 544 241 
Provisioning Ratio 63.1% 74.0% 
Net Exposure, as a % of 

Common Shareholders’ Equity 12.6% 5.0% 


Note: For purposes of calculating the provisioning ratio as directed by the OSFI, certain securities and the 
value of Canadian and United States risk collateral supporting the exposure are excluded. These totalled 
$23 million in 1992 and $64 million in 1993. In addition, write-offs on refinancings are added back to both 
gross exposure and allowance for credit losses. Write-offs were $20 million in 1993. 


The relatively high provisioning level results in a book value which 1s significantly below 
current market prices. This LDC portfolio, together with the Bank’s portfolio of Mexican 
discount bonds, has a market value in excess of book value of over $250 million. In 
addition, the Bank is owed $220 million of past-due interest by some of the countries, 
as shown in Table 24. None of this has been taken into income. This past-due amount 
is lower than the amount due at the end of 1992, primarily due to the sale of past-due 
interest bonds received from Brazil. 


Table 24 


Overdue/Unaccrued Interest on Designated Lesser Developed Countries Exposure 
As at October 31 


($ in millions) 1992 1993 
Brazil 176 84 
Argentina 49 55 
_ Other 102 81 
Total Overdue/Unaccrued Interest on Designated Countries Exposure 327 220 
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SUBSTANTIAL FLEXIBILITY AND STRENGTH 


The Bank measures liquidity as the proportion of liquid assets to total assets. Liquid 
assets comprise deposits with major domestic and international banks, other cash 
resources, and securities, including Government Bonds and Treasury Bills. In general, 
liquidity is generated through growth in deposits in excess of lending requirements. 


Liquidity management is essential to sound financial control of the Bank. Liquidity 
makes it possible for the Bank to have funds available for lending or investment and to 
honour deposit and other liabilities as they mature. It is our objective to ensure that 
there is sufficient cash flow not only to meet all our commitments, but also to provide 
the flexibility to expand customer relationships when opportunities arise. 


At October 31, 1993, liquid assets were $35.4 billion, or 30.3% of total assets, compared 
to $33.9 billion, or 31.1%, a year ago. The lower proportion of liquid assets reflects a 
higher rate of loan growth than deposit growth during the year. Details of the liquidity 
portfolio are shown in Table 25. 


Table 25 

Liquidity 

As at October 31 

(GS in billions) 1989* 1990” 199s 19925 1993 


Canadian Dollar Liquid Assets 


Deposits with other banks 2,2. Sail 1.8 1.4 1.8 
Other cash resources Ed 0.8 445 1.0 OL 
Securities 5.4 6.3 elie: {52 16.4 
Total 8.7 10.2 {l-)0) 17.6 18.9 
U.S. Dollar and Other Currency Liquid Assets 

Deposits with other banks 4.4 Ball Qs 8.1 8.5 
Other cash resources 0.6 0.8 1.0 0.8 1H 
Securities 4.7 6.0 6.2 74 6.9 
Total OW, 14.5 16.5 16.3 16.5 
Total Liquid Assets 18.4 DAG, BMeS 3379 35.4 
Liquid Assets, as a % of Total Assets 23.3% 28.3% 31.9% 31.1% 30.3% 


*Reclassified to conform with 1993 disclosure. 
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DIVERSIFIED FUNDING SOURCES 

Diversification of funding sources is another key aspect of liquidity management. 
Prudent financial control dictates that a bank have access to well-diversified funding 
sources. Diversification is a key element in ensuring secure and continuous availability 
of stable, low-cost deposits. Most of the Bank’s Canadian dollar funding is provided 
by individual deposits that are both stable and cost-effective. Deposits in U.S. dollars 
or other currencies are raised either through Harris or in the form of wholesale funds 
from central banks, fiduciary funds, other large banks and corporations. 


The composition of the Bank’s deposit base is shown in Table 26. Over 55% of our 
deposit base consisted of Canadian dollar deposits gathered primarily through our 
large branch network. Individual Canadian dollar deposits grew $1.7 billion over 1992. 
Growth in these deposits has been encouraged by the Bank’s offering of competitive 
products such as the escalating rate guaranteed investment certficate, an innovative, 
long-term deposit product that offers a higher rate of interest for each year of its term. 


The mix and term of deposits also affects the Bank’s net interest spread. The discussion 
of net interest spread was covered on page 32. 


Table 26 

Deposits 

As at October 31 

($ in billions) (98oe 1990* 199i 19926 1993 Mix (%) 
Canadian Dollar Deposits 

By banks fez (es D4 DS Sat 3.3 
By businesses and governments Ul Teo) XS) 12.4 10.9 11.6 
By individuals 30.5 33.1 35,5 SWS 39.2 41.6 
Total 39.4 42.5 47.5 D2 53:2 56.5 
U.S. Dollar and Other Currency Deposits 

By banks O33 12.33 {|2.5) 16.7 Wed 18.8 
By businesses and governments 12.8 4133,7/ 18.0 16.9 18.2 EE! 
By individuals 4.4 4.8 48 4.9 Br2 5.4 
Total 26.5 30.8 3523 38.5 41.1 43.5 
Total Deposits 6529) 7353 82.8 90.7 94.3 100.0 


*Reclassified to conform with 1993 disclosure. 
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QUARTERLY STATUS TINGS 


For the Three Months Ended: Oct. 31 July 31 April 30 Jan. 31 Oct. 31 July 31 April 30 Jan. 31 
1993 1993 1993 1993 1992 1992 1992 1992 
Balance Sheet Data (¢ in billions) 
Total assets 117 111 109 106 109 105 104 101 
Loans 74 | 70 69 68 65 65 64 
Deposits 94 90 89 89 91 87 87 84 
Total capital funds 8 7 7 7 7 7 7 6 
Common equity 5 5 5 4 4 4 4 4 
Average assets 114 112 110 110 107 105 103 101 
Income Statement Data (¢ in millions) 
Net interest income (TEB) (a) 830 852 818 780 HHA 813 727 760 
Other income 421 392 392 376 350 351 33) 325 
Total Revenue (TEB) (a) q254 1,244 1,210 1,156 ay 1,164 1,066 1,085 
Provision for credit losses 175 175 163 162 150 150 125 25 
Non-interest expense 722 746 736 712 692 Halt 691 671 
Provision for income taxes (TEB) (a) 151 141 137 126 124 130 105 124 
Non-controlling interest 
in subsidiary 2 2 1 1 1 - 2 1 
Net Income 201 180 173 155 160 Was 143 164 
Dividends Declared 
Common shares 70 70 69 69 65 64 64 64 
Preferred shares 7 17 17 4l2/ id 16 15 16 
Common Share Information (s) (b) 
Basic earnings per share 0.74 0.66 0.63 0.56 0.59 0.64 0.53 0.62 
Dividends declared per share 0.28 0.28 0.28 0.28 0.27 0.26 0.27 0.26 
Market price per common share 
High 27.375 27.250 25.250 23.938 23.938 24.125 22.688 23.688 
Low 24.500 24.500 21.313 21.438 20.750 21.250 20.813 18.563 
Close 26.875 27.125 PASS IPAS) 22.063 DE503 24.000 21.875 22.500 
Book value per common share 19.40 18.85 18.44 18.06 17.69 722.3 16.84 16.55 
Average number of common shares 
outstanding (in thousands) 248,931 248,491 247,634 245,849 244309 242,834 241,320 239,835 
Financial Measures (%) 
Profitability 
Return on average common 
shareholders’ equity 15.4 14.1 14.2 12.5 13.4 154 13.0 BA. 
Productivity 
Non-interest expense 
to total revenue 57.7 BOD 60.9 61.6 61.5 Gila 64.8 61.8 
Capital 
Risk-Weighted Capital Ratios 
Tier 1 7235 7.14 7.07 7.02 6.75 6.79 6.79 6.31 
Total 10.31 DEE) 9159 9.24 8.91 Baog 9.05 8.49 


Asset Quality 


Provision for credit losses to 


average loans (0) 0.94 0.93 0.90 0.92 0.82 0.83 0.77 0.81 
en 


(a) Reported on a taxable equivalent basis (TEB). 
(b) Restated to reflect 2-for-1 stock distribution completed in March 1993. 


(c) 1992 restated to conform with 1993 presentation. 


BANK OF MONTREAL 53 


Ulals (AS y WO YEARS 


($ in millions) 1993 1992 1991 1990 1989 1988 1987 1986 1985 1984 
Balance Sheet Data 

Assets 

Cash resources 22 OSie sll 268) aS 607s 2-502. 8581 1105170" 13°540) 14-5149) 125736medlSee76 
Securities 23,328 22,581 17,862 12,238 9,761 9'946, 11,049) 10'525. 110/525 8,835 
Loans 74,028 68,251 60,172 55,106 54,303 51,986 52,595 54471 51,966 47,929 
Acceptances 3,555 2,878 3/2 3,508 DVUS 3,584 3,287 4,633 4,228 3,612 
Other assets 3,877 4,037 3372 4,016 3,498 3223} Bei 3037, 2,965 2,839 
Total 116,869 109,035 98,725 87,370 78,921 78,909 84,228 87,180 82,420 76,491 


Liabilities, Share Capital 
and Retained Earnings 


Deposits 94,311 90,747 82,789 73,321 65,923 66,370 72,084 74876 71,388 66,671 
Other liabilities 14,509 11,458 9,816 8,650 7,922 7 448 7 422 7,196 6,480 5 809 
Subordinated debt 2,363 1,666 1570 | 497/33 329 4), XO" e259 1,463 ~~» 1,100 1,065 
Share capital 

= Preferred 852 832 718 475 650 450 450 650 650 650 

=» Common 2,632 2,539 2,416 2276 2,162 2,048 1,931 e253 1,130 949 
Retained earnings 2,202 1,793 1,416 17S 935 1,286 1,082 {| JED 1,672 1,347 
Total 116,869 109,035 98,725 87,370 78,921 78,909 84,228 87,180 82,420 76,491 
Average Balances 
Loans 71-9348 65.080) 58,236 54014" 53110) 52)538° 153,396) 9 54°769 501022 a4s200 
Assets 112,238 104,057 94,033 82,452 78878 79,312 84584 86,761 79,464 66,715 
Income Statement Data 
Net interest income (TEB) (a) 3,280 S307 DRHTS 2,606 2,600 2,611 2,256 2,274 2,140 1pZ53 
Other income 1,581 1,365 1] 2 1,047 986 1,042 853 818 684 504 
Total Revenue (TEB) (a) 4,861 4,442 3) ')S)5) 3,653 3,586 3,653 3,109 3,092 2,824 2], 
Provision for credit losses 675 550 337 169 1,181 390 75 605 330 365 
Non-interest expense 2,916 2,765 2,605 2,453 DZIIO— DRY 2,055 1,935 1,788 1,384 
Provision for income 

taxes (TEB) (a) 555 483 452 506 109 460 452 238 309 211 
Non-controlling interest 

in subsidiary 6 4 6 3 5 6 A 4 4 4 
Net Income (Loss) Before 

Special Provision 709 640 595 52. (39) 500 523 310 393 293 
Special provision 

net of income taxes - - - ~ - ~ 765 - - ~ 
Net Income (Loss) 709 640 595 522 (39) 500 (242) 310 393 293 
Share Capital 
Balance at beginning of year 3,371 3,134 2 WEA 2,812 2,498 2,381 1,903 1,780 1,599 (b) 1,196 (b) 
Increase (decrease) in 

preferred shares 20 114 243 (175) 200 _ (200) mn hy 275 
Common shares issued 93 4|23} 140 114 114 TAZ 678 | 23 181 128 
Balance at end of year 3,484 Ss 3) 1164 277511 DeSae 2,498 2,381 1,903 1,780 1,599 
Retained Earnings 
Balance at beginning of year 1,793 1,416 Ws) 935 1,286 1,082 1,742 1) koy/2 1,347 1,192 
Net income (loss) 709 640 595 522 (39) 500 (242) 310 393 293 
Dividends (346) (321) (301) (288) (279) (252) (229) (215) (206) (188) 
Other changes 46 58 (53) 6 (33) (44) (189) (25) 138 50 
Balance at end of year 2,202 1,793 1,416 deti7> 935 1,286 1,082 1,742 1,672 1,347 


(a) Reported on a taxable equivalent basis (TEB). 


(b) Includes balances for contributed surplus transferred to common shares in 1985. 
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1993 


1992 


1991 


1990 


1989 


1988 


1987 


1986 


1985 1984 


Common Share Information © 
Common shares 
outstanding (in thousands) 


249,094 244,819 238,770 229,989 221,520 213,524 204,182 162,529 154,852 140,995 
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Basic earnings per share (s) 2259 2.38 es) PANG, (0.39) BANG (1.60) 1.58 DI} 1.76 
Dividends 

per common share (s) Ast /72 1.06 1.06 1.06 1.06 1.00 1.00 0.98 0.98 0.98 
Market Price 

per common share (s) 

= High 2ST DEALS 1IRSS 7a 8S 726255 14.875. 9191625991 72625) 750) 14188 

= Low 2p doen 'S.5630e 15.250 12.250) s.3 Seed SiS e227 508 18.6258 1-625 101688 

= Close 26.875 23.563 18.688 13.500 17.000 14.250 13.313 17.063 15.375 11.813 
Book value 

per common share (s) 408) 1/269 16:05 9 15100 13-98) 15:60 14.75 18.43 18.10 16.28 
Price-to-earnings ratio 10.4 DS) 8.1 6.4 NM 6.5 NM 10.8 6.9 6.7 
Market-to-book value 1-39 1e33 VAG 0.90 {| 22 0.91 0.90 0.93 0.85 0.73 
Financial Measures (%) 
Return on Investment 

= Dividend yield (d) 4.7 Sy TD 6.2 7.4 UD 3).8) 6.4 8.3 UP 

= Capital gain (loss) (e) 14.0 26.1 38.4 (20.6) 19.3 7.0 (22.0) LO 30.2 (12.9) 
Total Return 18.7 EMins) 46.3 (14.4) 26.7 14.6 (16.1) {17/83 38.5 (5.7) 
Profitability 

Return on average common 

shareholders’ equity 14.1 14.1 15.0 14.6 (2.5) 14.7 (9.3) 8.5 lesen 10.9 
Growth in total revenue 9.4 12 9.4 18) (1.8) NAS 0.5 5) D5) bal 
Growth in non-interest expense 515) 6.1 6.2 Des 1.4 11.8 6.2 8.2 Dg) 10.8 
Differential 3.9 5m 32 G5) (3.3) Dad (5.7) les (4.1) (6,7), 

. Productivity 

Non-interest expense 

to total revenue 60.0 62.2 65.2 67.2 65.0 62.9 66.1 62.6 63.3 61.3 
Capital 

Risk-weighted capital ratios 

= Tier 1 US 6.75 6.25 55) 52g) 5.16 NA NA NA NA 

= Tier 2 2.96 2.16 D7, 2.78 2.70 2.42 NA NA NA NA 

# Total 10.31 8.91 8.82 8.29 7.99 7.58 NA NA NA NA 
Asset Quality 

Provision for credit losses 

to average loans 0.94 0.85 0.58 0.31 2.22 0.74 0.14 1.10 0.66 0.84 
Equity to assets 4.93 4.80 4.65 4.54 4.80 4.85 4.22 4.25 4.26 3.92 
Other 
Number of employees 32,067 32,126 32,130 33,580 33,666 34,115 34,482 32,988 33,281 33,598 
Number of branches 1251 1,267 1,274 27> 1,264 1,258 1253 P220) 1,220 p22 
Number of automated banking 

machines (Canada) PD Sone 1293 2211 1,163 937 753 689 655 556 453 
(c) Restated to reflect 2-for-1 stock distribution completed in March 1993. 
(d) Dividends per common share divided by prior-year closing common share price. 
(c) Change in common share price during the year as a percentage of prior-year closing common share price. 
NM = Not meaningful. 
NA — Not available. 
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ECONOMIC OUTLOOK 


DEVELOPMENTS IN 1993 

Exports, the only meaningful source of growth in Canada during 1992, experienced modest 
gains in the first half of 1993 — up only 5.0% at an annual rate versus a rise of more than 
10% in 1992. 

GDP rose significantly in the first two quarters of 1993 — up nearly 3.5% at an annual rate. 
The improved performance was almost exclusively due to inventory building; consumer 
spending — which accounts for 60% of GDP — was again lifeless. Employment growth 
continued to be weak and the unemployment rate remained above 11%. 


A weak economy and further improvement in Canada’s underlying inflation rate permitted 
the Bank of Canada to further ease monetary conditions. Both short- and long-term rates 
of interest and the Canadian dollar declined over the year. 


EXPECTATIONS FOR 1994 
Recovery in Canada will strengthen in 1994 — economic growth of 3.5% compared to a 
forecast of 2.7% for 1993. 


Unemployment will remain at about 11% throughout the coming year. 
Average annual inflation rate for 1994 will be about 1.6% compared to a forecast 1.8% for 1993. 


Both long- and short-term interest rates will decline further. Canada’s prime rate of interest 
is expected to stay at 5.5%. 


The Canadian dollar will settle in the U.S. 74-75 cent range. 


The combined federal/provincial deficit for 1993/94 will be substantially higher than 
recent projections. 


Housing starts will improve gradually. 


Canada’s current account deficit — which measures the addition to its net external indebt- 
edness — deteriorated in 1993. A modest improvement is expected in 1994. 


Economic growth in the U.S. will be about 3.2% in 1994 compared to a forecast 2.3% 
this year. 


IMPLICATIONS FOR THE BANKING INDUSTRY AND BANK OF MONTREAL 

Modest economic growth and very low inflation imply relatively weak growth in total 
assets and deposits. This environment implies that most gains in dollar terms will result 
from volume rather than price increases. Residential mortgage loans are expected to 
continue as the fastest growing asset component reflecting: increased activity due to the 
drop in mortgage rates; and consolidation of household debt into lower rate and longer 
amortization mortgage loans. Non-mortgage personal lending is expected to grow slowly. 
Business lending 1s expected to remain sluggish. Bank of Montreal intends to continue to 
grow faster than the industry average. 


Deposit growth will be under further downward pressure as savers continue, in response 
to low interest rates, to shift in the direction of money-market funds and mutual funds. 
The Bank offers a complete range of deposit, money-market and mutual funds to meet 
the changing needs of its customers. Our substantial cash resources and securities can fund 
growth in loans if deposit growth is not adequate. 


Fixed term deposits are expected to be the fastest growing deposit category; an expected 


‘steep yield curve will make longer maturity deposits relatively attractive. This may more 


than offset the benefit to banks of further declines in interest rates generally. The Bank’s 
interest rate sensitivity position has been reduced, moderating the potential effects of 
changes in the level of interest rates. 


Bank of Montreal’s Canadian dollar earnings benefit from a stronger U.S. dollar due to the 


significant and expanding level of our operations in the United States. 
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Bank of Montreal 


Consolidated Balance Sheet 
As at October 37 ($ in millions) 


Assets 


Cash Resources 

Cash and deposits with Bank of Canada 
Deposits with other banks 

Cheques and other items in transit, net 


Securities (net of allowance for credit losses) (notes 2 & 4) 
Issued or guaranteed by: 

Government of Canada 

Provinces and municipalities 
Other securities 


Loans (net of allowance for credit losses) (notes 3 & 4) 
Residential mortgages 

Non-residential mortgages 

Consumer instalment, credit card and other personal loans 
Loans to businesses and governments 


Other 

Customers’ liability under acceptances 
Land, buildings and equipment (note 5) 
Other assets (note 6) 


Total Assets 


1993 1992 

$ 1,158 $ 1,379 
10,238 9,514 
685 395 
12,081 14288 
14,013 12,699 
1,067 1,246 
8,248 8,636 
23,328 22,581 
21,256 19,428 
1,874 1,786 
12,271 11,828 
38,627 35,209 
74,028 68,251 
3,555 2,878 
1,458 1.327 
2,419 2,710 
7,432 6,915 
$116,869 $109,035 
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Liabilities and Shareholders’ Equity 1993 1992 
Deposits (note 8) 
Banks $ 20,807 $ 19,032 
Businesses and governments 29,127 AXS) 33114 
Individuals 44,377 42,404 
94,311 90,747 
Other 
Acceptances 3,555 2,878 
Other liabilities (note 9) 10,878 8,508 
Non-controlling interest in subsidiary 76 72 
14,509 11,458 
Subordinated Debt (note 10) 2,363 1,666 
Shareholders’ Equity 
Share capital (note 11) 
Preferred shares 852 832 
Common shares 2,632 2539 
Retained earnings 2,202 1,793 
5,686 5,164 
Total Liabilities and Shareholders’ Equity $116,869 $109,035 


f 
Wd 


Sh ff 
} WN if L/ 
/ J 


Matthew W. Barrett 
Chairman and 
Chief Executive Officer 
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F. Anthony Comper 
President and 
Chief Operating Officer 


59 


60 


Bank of Montreal 
Consolidated Statement of Income 


For the Year Ended October 31 ($ in millions except per share amounts) 


1993 1992 
Interest, Dividend and Fee Income 
Loans $5,505 $5,620 
Securities 1,200 les22 
Deposits with banks 420 540 
T4125 7,482 
Interest Expense 
Deposits 3,538 4,163 
Subordinated debt 169 148 
Other liabilities 206 161 
3,913 4 4,472 
Net Interest Income S22 3,010 
Provision for credit losses 675 550 
Net Interest Income After Provision for Credit Losses 2,537 2,460 
Other Income 
Operating services 415 390 
Lending fees 147 118 
Card services 208 193 
Investment and securities services 282 218 
Trust income 183 165 
Foreign exchange 170 161 
Other 176 120 
1,581 1,365 
Net Interest and Other Income 4,118 3,825 
Non-Interest Expense 
Salaries and employee benefits 1,648 1,534 
Premises and equipment 576 55s 
Communications 222 219 
Other expenses 470 459 
2,916 2,765 
Income Before Provision for Income Taxes 1,202 1,060 
Provision for income taxes (note 12) 487 416 
Income Before Non-Controlling Interest in Subsidiary 715 644 
Non-controlling interest 6 4 
Net Income $ 709 $ 640 
Net income per common share (notes 11 & 13) 
= basic $ 2.59 $ 2.38 
= fully diluted 2.55 2.36 
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Bank of Montreal 


Consolidated Statement of Changes in Shareholders’ Equity 
For the Year Ended October 31 ($ in millions) 


Preferred Shares (note 11) 

Balance at beginning of year 

Proceeds from the issue of preferred shares 

Translation adjustment on shares issued in a foreign currency 
Preferred shares retired 


Balance at end of year 


Common Shares (note 11) 
Balance at beginning of year 
Proceeds from the issue of common shares 


Balance at end of year 


Retained Earnings 
Balance at beginning of year 
Net income 
Dividends = Preferred shares 
=" Common shares 
Unrealized gain on translation of net investment in foreign operations, 
net of hedging activities and applicable income tax 
Share issue expense, net of applicable income tax 
Premium paid on retirement of preferred shares 


Balance at end of year 


Total Shareholders’ Equity 


BANK OF MONTREAL 


1993 1992 
$ 832 GaAs 
= 369 

20 13 

= (268) 

852 832 
2,539 2,416 
93 123 
2,632 2,539 
1,793 1,416 
709 640 
(68) (64) 
(278) (257) 
47 68 

(1) (5) 

- (5) 
2,202 1,793 
$5,686 $5,164 
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Bank of Montreal 


Consolidated Statement of Changes in Financial Position 


For the Year Ended October 317 ($ in millions) 


Cash Flows From Operating Activities 

Net income 

Adjustments to determine net cash flows 
Provision for credit losses 
Depreciation and amortization 
Deferred income taxes 
Change in net accrued interest 
Amortization of goodwill 
Other items 


Cash Flows From Financing Activities 
Deposits 

Other liabilities 

Subordinated debt 

Preferred shares 

Common shares 

Dividends paid 


Cash Flows Used In Investing Activities 
Non-operating balances on deposit with other banks 
Securities 

Loans 

Land, buildings and equipment 

Other assets 


Net Increase (Decrease) in Cash and Cash Equivalents 
Cash and Cash Equivalents, Beginning of Year 


Cash and Cash Equivalents, End of Year 


Represented by: 

Cash and deposits with Bank of Canada 
Operating balances on deposit with other banks 
Cheques and other items in transit, net 


1993 1992 
$ 709 $ 640 
675 550 
177 163 
18 (11) 

98 (42) 

38 36 

46 58 
1,761 1,394 
3,564 7,958 
2,392 2,512 
697 96 
20 114 

93 123 
(346) (321) 
6,420 10,482 
374 (1,914) 
750 4,741 
6,449 8,607 
308 190 
(119) 657 
7,762 12,281 
419 (405) 
2,432 2,837 
$2,851 $ 2,432 
$1,158 $ 1,379 
1,008 658 
685 395 
$2,851 $ 2,432 
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FINANCIAL STATEMENTS 


($ in millions except as otherwise indicated) 


SIGNIFICANT ACCOUNTING POLICIES 
These consolidated financial statements have been prepared in accordance with generally accepted accounting 
principles, including the accounting requirements of the Superintendent of Financial Institutions Canada. 


BASIS OF CONSOLIDATION 

The consolidated financial statements include the Bank and all of its subsidiaries, net of intercompany 
transactions and balances. Subsidiaries are defined as corporations whose operations are controlled by the 
Bank, generally corporations in which the Bank owns more than 50% of the voting shares. The purchase 
method is used to account for all acquisitions. The difference between the cost of the investment and the 
fair value of the net assets acquired is deferred and amortized to income over the estimated periods of 
benefit not exceeding 25 years. The unamortized balance is recorded in other assets as goodwill and other 
valuation intangibles. 


TRANSLATION OF FOREIGN CURRENCIES 

Assets and liabilities and shareholders’ equity denominated in foreign currencies are translated into 
Canadian dollars at rates prevailing on the balance sheet date. Income and expenses are translated at the 
average exchange rates prevailing during the year. 


Realized and unrealized gains and losses on foreign currency assets and liabilities and shareholders’ equity, 
other than those relating to net investments in foreign operations, are recorded in other income. 


Unrealized foreign currency translation gains and losses on investments in foreign branches, subsidiaries, 
and associated corporations are recorded in retained earnings, net of the after-tax effect of any offsetting 
gains and losses on instruments designated as hedges. Such gains and losses are recorded in income only 


when realized. 


SECURITIES 
Securities comprise investment, trading and loan substitute securities. 


Investment securities are securities where the Bank’s original intention is to hold to maturity or until 
market conditions render alternative investments more attractive. Equity securities are carried at cost 
and debt securities at amortized cost. Gains and losses on disposal of these securities and write-downs to 
reflect declines in value which are considered to be other than temporary are recorded as a credit or charge 
to interest, dividend and fee income from securities in the year in which they occur. 


Trading securities are securities purchased for resale over a short period of time. Such securities are 
carried at market value. Adjustments to market value and gains and losses on sale of trading securities are 
recorded in interest, dividend and fee income from securities in the year in which they occur. Obligations 
related to securities sold but not yet purchased are recorded in other liabilities. 


Loan substitute securities are customer financings structured as after-tax investments to provide the 
borrower with an interest rate advantage over what would otherwise be applicable on a conventional loan. 


Such securities are accorded the accounting treatment applicable to loans. 


LOANS 
Loans are stated net of any unearned income, unamortized discounts and allowance for credit losses. 


Interest income is recorded on an accrual basis except on loans classified as non-accrual. 


Loan syndication fees are recorded in other income upon completion of the syndication arrangement. Loan 
origination, restructuring and renegotiation fees are recognized in interest income over the expected term 
of the loan. Commitment fees are accorded the same treatment if it is considered likely that the commitment 
will be exercised. Otherwise such fees are recognized in other income over the term of the commitment 


period. Deferred loan fees are recorded in other liabilities. 
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The accounting treatment for non-accrual loans 1s as follows: 


CONSUMER INSTALMENT 
AND CREDIT CARD LOANS 


SOVEREIGN RISK LOANS 


ACCOUNTING FOR INTEREST ON NON-ACCRUAL LOANS 


CLASSIFICATION AS NON-ACCRUAL 


Consumer instalment loans are classi- 
fied as non-accrual when payments of 
interest or principal are contractually 

past due 90 days. 


Credit card loans are classified as 
non-accrual and written off when 
payments of interest or principal are 
contractually past due 180 days. 


INTEREST 


Loans are classified as non-accrual 

when: 

1. in the opinion of management 
there is reasonable doubt as to the 
ultimate collectibility of principal 
or interest, or 


i) 


. payment of interest or principal is 
contractually past due 90 days 
unless in the opinion of management 
there is no significant doubt as to 
the ultimate collectibility of interest 
and principal, or 

3. payment of interest or principal is 

contractually past due 180 days, or 

4. in the opinion of management it 

is considered prudent or desirable to 

cease accruing interest, irrespective 

of the status of interest or principal 
payments. 


RESIDENTIAL AND NON-RESIDENTIAL 
MORTGAGES, OTHER PERSONAL 
LOANS AND LOANS TO BUSINESSES 
AND GOVERNMENTS 


Loans are classified as non-accrual 

when: 

1. in the opinion of management 
there is reasonable doubt as to the 
ultimate collectibility of principal 
or interest, or 


NO 


. payment of interest or principal is 
contractually past due 90 days 
unless the loan is both well secured 
and in the process of collection, or 

3. payment of interest or principal is 

contractually past due 180 days, or 

4. in the opinion of management it 

is considered prudent or desirable to 

cease accruing interest, irrespective 

of the status of interest or principal 
payments, 


When a loan is classified as non-accrual, all accrued and unpaid interest is reversed and charged against interest income in 


the period in which the loan is classified as non-accrual. Interest is not capitalized if a loan is non-accrual nor is it capitalized 


to prevent classification of a loan as non-accrual. 


APPLICATION OF SUBSEQUENT PAYMENTS 


Subsequent payments are applied first 
to interest, then to principal, unless 
directed otherwise by the borrower. 


Subsequent payments are applied first 
to interest, then to principal, unless 
directed otherwise by the borrower. 


ACCOUNTING FOR PRINCIPAL AMOUNTS OF NON-ACCRUAL LOANS 


Subsequent payments are recorded 
in interest income after any prior 
write-off has been recovered and if 
management has determined that 

a specific provision is not required, 
otherwise they are recorded as a 
reduction of principal. 


ESTABLISHING PROVISION FOR CREDIT LOSSES ON LOANS AND WRITING OFF LOANS 


Consumer instalment loans have full 
specific provisions established and they 
are written off when payments of 
interest or principal are contractually 
past due one year. 


Credit card loans have full specific 
provisions established and they are 

written off at the same time as they 
are classified as non-accrual. 


A specific provision is established 

to reduce the book value of the 

loan to its estimated realizable value 
if there is significant doubt as to 

the ultimate collectibility of principal 
on a particular loan. 


A country risk provision is established 
based on management’s assessment of 
the political and economic conditions 
in particular countries, subject to a 
minimum level of aggregate provisions 
prescribed by the Superintendent of 
Financial Institutions Canada. 


A specific provision is established 

to reduce the book value of the 

loan to its estimated realizable value 
if there is significant doubt as to 

the ultimate collectibility of principal 
on a particular loan. 


A general provision is established 

for prudential management reasons 
in respect of a particular industry 

or geographical region for which 
individual specific provisions cannot 
yet be determined. 


Loans are written off after all reasonable restructuring/collection activities have 


taken place and the possibility of further recovery is considered to be remote. 
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ALLOWANCE FOR CREDIT LOSSES 4 
The Bank’s allowance for credit losses, which is maintained at a level considered adequate to absorb credit 
losses existing in the Bank’s portfolio of on and off-balance sheet items, consists of: 


* Specific provisions 
= General provisions 
* Country risk provision 


The specific, general and country risk provisions are deducted from the related asset category, except for 
provisions relating to acceptances and off-balance sheet items, which are recorded in other liabilities. 


The allowance is increased by provisions charged to income and is reduced by write-offs, net of recoveries. 


TRUST ASSETS UNDER ADMINISTRATION 
Trust assets under administration are maintained separately from the Bank’s assets and are not included 
in the Consolidated Balance Sheet. 


ACCEPTANCES 

The Bank’s potential liability under acceptances is reported as a liability in the Consolidated Balance Sheet. 
The Bank has an offsetting claim against its customers when the instrument matures which is recorded as 
an asset of the same amount. Acceptances are classified as non-performing when: 


1. in the opinion of management there is reasonable doubt as to the ultimate collectibility of the face 
amount of the acceptance, or 
2. in the opinion of management it is considered prudent or desirable. 


LAND, BUILDINGS AND EQUIPMENT 

Land is stated at cost. Buildings, leasehold improvements and computer and other equipment are stated at 
cost less an allowance for depreciation and amortization. Depreciation and amortization are calculated 
using the straight line method over the estimated useful life of the asset. The maximum life limits for the 


various classes are as follows: 


= Buildings to 40 years 
* Leasehold improvements to 15 years 
* Computer and other equipment _ to 10 years 


INCOME TAXES 
Total income taxes include the provision for income taxes in the Consolidated Statement of Income and 


income taxes in respect of items recorded directly in retained earnings. The Bank follows the tax allocation 
method of accounting, whereby income taxes are based on transactions recorded in the financial statements 
regardless of when they are recognized for tax purposes. Deferred income taxes are recorded when there 
are timing differences in the recognition of transactions for financial statement and income tax purposes. 


Accumulated deferred income taxes are included in other assets or other liabilities as appropriate. 


INTEREST RATE AND FOREIGN EXCHANGE CONTRACTS 

The Bank enters into interest rate and foreign exchange forwards, futures, options and swaps for trading 
purposes or to hedge the Bank’s interest rate or foreign currency exposures. Such contracts are marked 
to market and gains and losses are immediately recorded in income unless the contract is entered into for 
hedging purposes. When used for hedging purposes, gains and losses are recognized in income on the 


same basis as the hedged item. 
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PENSION AND OTHER RETIREMENT BENEFITS 

The Bank’s principal pension plan in Canada is The Pension Fund Society of the Bank of Montreal. A number 
of other plans provide similar benefits to employees in Canada, the United States and other parts of the world. 
The plans provide pensions to retired employees based on years of service and average earnings at retirement. 
These plans are generally non-contributory, with the Bank responsible for adequately funding the plans. 


A valuation is performed each year to determine the actuarial present value of the accrued pension benefits 
based on management's best estimate of various assumptions such as projected employee compensation levels 
upon retirement. Pension plan assets are carried at market values. 


Pension expense is recorded in the Consolidated Statement of Income as salaries and employee benefits 


and includes: 


» the cost of pension benefits earned by employees for current year’s service; 
=» the net of assumed investment earnings on plan assets and accretion of pension obligations; 
» the amortization of the following items on a straight line basis over the expected average 
remaining service life of employees: 
* experience gains and losses, 
¢ amounts arising as a result of changes in assumptions, and 


* amounts arising from plan amendments. 
The Bank also provides certain health care and life insurance benefits for retired employees. The cost of 


these benefits is recorded in salaries and employee benefits expense as incurred. 


COMPARATIVE FIGURES ; 
Certain comparative figures have been reclassified to conform with the 1993 presentation. 


1993 1992 
T t turit 
cplletnan aos as Estimated Estimated 
Within 1 to 3 3to5 5to10 Over 10 market market 
1 year years years years years Total value Total value 
Investment Securities 
Issued or guaranteed by: 
Canada $8217 $ 15 $ 44° $ 12 -$ (15 -$ &)303)S$)8317, $ 9,027 $ 9,025 
Provinces 29 1 26 297 2 355 412 362 Boo 
Municipalities - - - 3 - 3 4 4 + 
U.S. federal government 812 773 436 36 - 2,057 2,135 2,621 2,704 
U.S. states, municipalities 
and agencies 1,171 397 302 253 42 2,165 2,237 1,716 1,794 
Designated countries (a) - ~ - - 19 19 54 114 185 
Other governments 2 3 1 - 790 796 910 key 0/7 
Corporate debt 171 25 63 45 51 355 362 390 388 
Corporate equity (b) = = = ~ 546 546 572 499 504 
Total investment securities 10,402 1,214 872 646 1,465 14,599 15,003 15,731 16,080 
Trading Securities (c) 4,743 1,159 573 897-1188 8560s: 560) 6,715. 6,715 
Loan Substitute Securities (d) 5 - 159 - 5 169 169 135 129 
Total Securities $15,150 $2,373 $1,604 $1,543 $2,658 $23,328 $23,732 $22,581 $22,924 
(a) Includes securities received as a result of debt restruc- (c) Trading securities are primarily short term Canadian and 
turing in countries designated by the Superintendent US. government treasury and similar debt instruments. 


of Financial Institutions Canada, net of the country risk : aoe , A 7 
(d) Loan substitute securities, including term preferred shares 


and small business bonds, are net of $16 (1992 — $12) 
(b) Equity securities which have no stated term are classified allowance for credit losses (note 4). 


provision (note 4) allocated to these securities. 


as “Over 10 years” term to maturity. 
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lLOAA 


(net of allowance for credit losses) 


1993 1992 

The following table summarizes balances 

for loans, loan substitutes and acceptances Other 

by geographic location: (a) Canada U.S.A. countries Total Total 
Residential mortgages $20,306 $ 950 $ - $21,256 $19,428 
Non-residential mortgages 1,734 140 - 1,874 1,786 
Consumer instalment, credit card and 

other personal loans 10,522 1,745 4 PLATA, 11,828 
Loans to businesses and governments T7710) 195642 e299 mee S027 | 35,209 
Total loans 50,278 22,447 1,303 74,028 68,251 
Loan substitutes 169 - - 169 135 
Acceptances 3,051 218 286 37555 2,878 
Total loans, loan substitutes and acceptances $53,498 $22,665 $1,589 $77,752 $71,264 
Non-Performing Loans, Loan Substitutes and Acceptances (b) 

Other 
Canada U.S.A. countries Total Total 

Residential mortgages $360: (S$ - §$ = 19 = 60) $ 59 
Non-residential mortgages 46 - - 46 64 
Consumer instalment, credit card and 

other personal loans 26 17, - 43 45 
Loans to businesses and governments 1,331 1,587 905 3,823 4,022 
Loan substitutes 180 - - 180 42 
Acceptances 97 - - 97 = 
Total non-performing loans, loan substitutes 

and acceptances 1,740 1,604 905 4,249 4,232 
Allowance for credit losses (841) (472) (673) (1,986) (2,059) 
Total net non-performing loans, loan substitutes 

and acceptances (c) Soy C99 ao 322232 Ss. 2,2603, $ 2,173 
Other past due loans (d) $ eS ne ho eee Sama WS 22%) 18 


Interest income on total non-performing loans, 
loan substitutes and acceptances (e) 


Average net non-performing loans, loan substitutes 
and acceptances 


SS Sa). ok SesmS4 ee Seeeiz20 $ 51 


Sa 93207 ba 1,193 Seaismeceez2sen $. 1,742 


(a) Balances are reported on an ultimate risk basis. 


(b) Non-performing loans, loan substitutes and acceptances 
comprises non-accrual loans and loan substitutes as well 


as non-performing acceptances, as defined in Note 1. 


(c) Designated countries are countries identified by the 
Superintendent of Financial Institutions Canada as 
having difficulty in servicing all or part of their external 
debt to commercial banks. As at October 31, 1993, the 
total net non-performing loans to designated countries 
amounted to $224 (1992 — $180). 
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(d) Other past due loans are loans where payment of principal 
or interest is contractually past due 90 days but which 
have not yet been included in non-performing loans. 


(ce) Interest income on total non-performing loans is 
reported net of previously accrued interest which has 
been reversed in the current reporting year. Gross 


interest income received was $190 (1992 — $82). 


(f) During the year loans in the amount of $139 (1992 — $14) 
were restructured and classified as performing. For 1993 


this amount relates to restructured loans to Argentina. 
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1993 1992 
The allowance for credit losses Specific and Country risk 
is allocated as follows: general provisions provision Total Total 
Securities of designated countries $ - $ 54 $ 54 $ 244 
Loans, loan substitutes and acceptances 1,322 610 1,932 1,815 
Off-balance sheet items 13 - 13 11 
Total $1,335 $ 664 $1,999 $2,070 
Changes in the allowance for Specific and Country risk 
credit losses are as follows: general provisions provision Total Total 
Balance at beginning of year $1,136 $ 934 $2,070 $2,149 
Provision for credit losses 676 (1) 675 550 
Recoveries 58 1 5om HE 
Write-offs (573) (315) (888) (862) 
Other, including foreign exchange 
rate changes 38 45 83 154 
Balance at end of year $1,335 $ 664 $1,999 $2,070 
1993 1992 
Accumulated 
depreciation and Net book Net book 
Cost amortization value value 
Land $ 228 $ - $ 228 $ 223 
Buildings 1,030 350 680 631 
Computer and other equipment 927 484 443 365 
Leasehold improvements 244 137 107 108 
Total $2,429 $ 971 $1,458 $1,327 
Depreciation of buildings and computer 
and other equipment and amortization 
of leasehold improvements for the year $177. $ 163 


Land and buildings include amounts in respect of 547 bank branches, as well as other properties, located in Canada, the 


United States and other countries. 


Accounts receivable, prepaid expenses and other items 


Accrued interest receivable 


Due from clients, dealers and other financial institutions 


Deferred income taxes recoverable 


Goodwill and other valuation intangibles 


Total 


The components of goodwill and other valuation intangibles (and the 
remaining amortization period) for each major subsidiary are as follows: 

The Nesbitt Thomson Corporation Limited and subsidiaries (9 years) 

Harris Bankcorp, Inc. and subsidiaries (15 years) 

Other valuation intangibles in respect of Harris Bankcorp, Inc. 


(from 1 to 10 years) 
Total 


Amortization of goodwill and other valuation intangibles for the year 


1993 1992 
$1,079 $1,334 
440 556 
373 247 
278 296 
249 Da 
$2,419 $2. 210 
$ 129 $ 144 
29 32 

91 101 

$ 249 Sa277 
$ 638 $ 36 
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GEOGRAPHI 


As at September 30 (a) 


———————— 


1993 1992 

Canada $ 73,061 $ 68,569 
United States 29,887 31,586 
Total 102,948 100,155 
Europe 

France 1,107 624 

Germany 911 901 

Italy 880 672 

United Kingdom 1,738 LN 

Other 2,092 2,071 
Total 6,728 5,981 
Latin America and Caribbean 

Mexico 956 884 

Other 184 146 
Total 1,140 1,030 
Asia Pacific 

Japan 2,411 2129 

Other 736 1,108 
Total 3,147 3,837 
Africa and Middle East 29 20 
Total assets in countries other than designated countries 113,992 111,023 
Assets in Designated Countries (b) 
Latin America and Caribbean 

Brazil 620 726 

Other 224 662 
Europe 121 lis 
Total assets in designated countries 965 1,501 
Country risk provision (664) (934) 
Assets in designated countries net of country risk provision 301 567 
Total assets $114,293 $111,590 


(a) All of the countries noted separately above represent 
an ultimate risk of /4 of 1% or more of the Bank’s 
ageregate outstanding securities, deposits with other 
banks, customers’ liability under acceptances and 


loans excluding mortgages. 
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(b) The amounts for assets in designated countries and 


the related deduction for country risk provision are as 
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INCOME SEGMENTED ON A GEOGRAPHIC LOCATION BASIS 


Canada 
Net interest income $2,173 
Provision for credit losses 417 
Other income 1,026 
Net interest and other income 2,782 
Non-interest expense 2,088 
Provision for income taxes 333 
Non-controlling interest in subsidiary 6 
Net income $ 355 
Payable 
on demand 

Deposits by 
Banks $ 6653 
Businesses and governments W193 
Individuals 1,633 
Total $10,039 


Obligations related to securities sold but not yet purchased 


Accounts payable, accrued expenses and other items 
Liabilities of subsidiaries, other than deposits (a) 
Accrued interest payable 

Deferred fees 


Total 


1993 1992 

Other 
U.S.A. countries Total Total 
$771 $ 268 $3,212 $3,010 
259 (1) 675 550 
508 47 1,581 ipsG5 
1,020 316 4,118 3,825 
806 22 2,916 2,765 
45 109 487 416 
- _ 6 4 
$ 169 $ 185 $ 709 $ 640 
1993 1992 

Payable Payable on 
after notice a fixed date Total Total 
Se 307 $19,847 $20,807 $19,032 
5,202 16,172 29,127 29,311 
21,404 21,340 44,377 42,404 
$26,913 $57,359 $94,311 $90,747 
1993 1992 
$ 6,442 $ 4,811 
1755 1,652 
A713 1,067 
877 895 
91 83 
$10,878 $ 8,508 


(a) The aggregate sinking fund requirements and maturities as at October 31, 1993 are as follows: 1994 — $1,581; 1999 and 


thereafter — $132. 
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10 SUBORDINATED DEBT 


Interest Maturity 

rate % date 
Series 8 Debentures 15.25 July, 1994 
Series 10 Debentures (a) 3.61 July, 1998 
Series 11 Debentures (b) 10.60 December, 1998 
Series 13 Debentures (c) 4.46 August, 2089 
Series 14 Debentures 10.25 May, 2002 
Series 15 Debentures (d) 8.50 June, 2002 
Series 16 Debentures 10.00 February, 2017 
Series 17 Debentures 8.85 June, 2003 
Subordinated Notes 10.00 September, 1998 
Subordinated Notes 10.30 March, 1999 
Subordinated Notes 9.80 November, 2000 
Subordinated Notes 610 September, 2005 


Total 


All subordinated debt represents direct unsecured obligations 
of the Bank and is subordinate in right of payment to the 
claims of depositors and certain other creditors. 


The aggregate retirement provisions and maturities as at 
October 31, 1993 are as follows: 1994 — $10; 1998 — $528; 
1999 and thereafter — $1,825. 


(a) The Series 10 Debentures bear interest at a rate of 0.05% 
above the London Eurodollar deposit rate, as defined. 
The stated rate is as at October 31, 1993. 


(b) The Series 11 Debentures are exchangeable, at the holder’s 
option, on December 20, 1993 for an equal principal 
amount of 10.85% Debentures, Series 12, due 2008. Such 
right of exchange may be exercised by the holder, as set 
forth in the Series 11 Debentures, from October 15, 1993 
to December 19, 1993 inclusive. 
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1993 1992 
Redeemable at 
the option of the | Denominated 
Bank beginning in U.S. $ 
= EE $ 10 $ 18 
July, 1991 250 330 309 
= - 150 150 
August, 2000 - 150 150 
- - 150 150 
June, 1997 = 200 200 
February, 2012 = 100 100 
June, 1998 - 250 = 
= 150 198 186 
March, 1994 125 165 WS 
October, 1995 200 264 248 
= 300 396 = 
$2,363 $1,666 


(c) The Series 13 Debentures bear interest at a rate equal to 
the Canadian “90 day Bankers’ Acceptance Rate” plus 
0.40%, as defined. The stated rate is as at October 31, 1993. 
They are redeemable from August 8, 2000, at the Bank’s 
option and with the approval of the Superintendent 
of Financial Institutions Canada, for either (a) cash at par 
plus unpaid accrued interest or (b) common shares of 
the Bank. The common share conversion price is 95% 
of the average trading price (as defined) of the Bank’s 
common shares. 


(d) The Series 15 Debentures bear interest at a fixed rate of 
8.50% until June 10, 1997. Thereafter, interest will be 
payable at a rate equal to the Canadian “90 day Bankers’ 
Acceptance Rate” plus 1.00%, as defined. 
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Authorized 
Preferred Shares: An unlimited number of Class A Preferred Shares without par value, issuable in series. 
The aggregate consideration for all Class A Preferred Shares shall not exceed $2.5 billion. 


An unlimited number of Class B Preferred Shares without par value, issuable in series. 
The aggregate consideration for all Class B Preferred Shares shall not exceed $2.5 billion. 
These shares may be issued in foreign currencies. 


Common Shares: An unlimited number of common shares without par value. The aggregate consideration 
for all common shares shall not exceed $5.5 billion. 


Outstanding 1993 1992 


($ in millions except per share amounts) Number of shares Amount Number of shares Amount 


Preferred Shares* 


Class A — Series 4 (a) 8,000,000 $ 200 8,000,000 $ 200 

— Series 5 (b) 288 72 288 72 

Class B — Series 1 (c) 10,000,000 250 10,000,000 250 

— Series 2 (d) 10,000,000 330 10,000,000 310 

852 832 

Common Shares (e), (f), (g) & (h) 249,093,914 2,632 244 819,338 22539 

Total Outstanding Share Capital $3,484 $3,371 

*Redemptions of all preferred share issues are subject to (d) The Class B Preferred Shares Series 2 have a quarterly 

the prior approval of the Superintendent of Financial non-cumulative dividend of 6.75% per annum. These 

Institutions Canada. shares are redeemable from August 25, 2001, at the Bank’s 


option, for either (a) cash at U.S. $25.00 per share or 
(a) The Class A Preferred Shares Series 4 have a quarterly P @) ¢ : : 
: ie : (b) common shares of the Bank. By terms of the issue, 
non-cumulative dividend equal to the greater of $0.5625 ie Sc 

fee : the exchange ratio is set at the greater of U.S. $2.50 
per share or 113.2% of the cash dividend paid on common ‘ 
. s and the U.S. dollar equivalent of 95% of the average 
shares of the Bank. These shares are redeemable from 


September 20, 1999, at the Bank’s option, for either 
(a) cash at $25.00 per share or (b) common shares of the (ec) During the year 4,274,576 (1992 — 6,048,980) common 


trading price (as defined) of the Bank’s common shares. 


Bank. By terms of the issue, the exchange ratio is set at shares were issued under the Shareholder Dividend 
95% of the average trading price (as defined) of the Reinvestment and Share Purchase Plan and on conver- 
Bank’s common shares. sion of shares in a subsidiary for a total value of $93 


1992)— $123). 
(b) The Class A Preferred Shares Series 5 have a quarterly ( a 


non-cumulative dividend of 7.62% per annum. These (f£) As at October 31, 1993, 8,805,178 common shares were 
shares are redeemable, at the Bank’s option, from (a) reserved for possible issuance in respect of the Shareholder 
December 5, 1998 for cash at $250,000.00 per share or Dividend Reinvestment and Share Purchase Plan. 


b) from November 25, 1998 for common shares of 
& é dae (g) As at October 31, 1993, the Bank has reserved 3,376,211 
the Bank. By terms of the issue, the exchange ratio is set % eae zs 
2 a ; % s common shares for possible issuance in respect of the 
at 95% of the average trading price (as defined) of the i A 
: conversion of Class B and C shares of Bank of Montreal 
Bank’s common shares. ae Lan 
Securities Canada Limited. 


(c) The Class B Preferred Shares Series 1 have a quarterl sh 
) : a ie 1 y (h) On March 20, 1993 the Bank distributed one common 
non-cumulative dividend of $0.5625 per share. These s 
: share for each common share of the Bank held of record 
shares are redeemable from February 25, 2001, at the 
F ; Se. i at the close of business on March 5, 1993. Share and 
Bank’s option, for either (a) cash at $25.00 per share or 3 ; 
2 : per share amounts for the prior year have been restated 
(b) common shares of the Bank. By terms of the issue, 5 E Ce ruee 
.. ie to reflect the effects of the stock distribution. 
the exchange ratio is set at the greater of $2.50 and 95% 
of the average trading price (as defined) of the Bank’s 


common shares. 
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1993 1992 


Total Income Taxes 
Total income taxes are provided for in the applicable 
financial statements, as follows: 
Consolidated Statement of Income 
Provision for income taxes $487 $416 
Consolidated Statement of Changes in Shareholders’ Equity 
Unrealized gain (loss) on translation of net investment 


in foreign operations, net of hedging activities (47) (67) 
Other 1 (3) 
Total income taxes $441 $346 


Current and Deferred Income Taxes 
Total income taxes are allocated as follows: 


Current income taxes $423 $357 
Deferred income taxes 18 (11) 
Total income taxes $441 $346 


Effective Tax Rate 
The effective income tax rate in the Consolidated Statement of 
Income differs from the statutory rate, as described below: 
Combined Canadian Federal and Provincial statutory 
income tax rate 42.6% 42.1% 


Increase (decrease) in rate resulting from: 
Average income tax rates applicable to income 


earned outside of Canada G7) (4.6) 
Tax-exempt income from Canadian securities, primarily 
preferred shares and small business bonds (1.3) Cie) 
Other 2.9 20 
Effective income tax rate 40.5% 39.2% 


NET ING AE | 

Basic net income per common share is calculated using the daily average of common shares outstanding 
[refer to note 11(h)]. For the year ended October 31, 1993 this average is 247,726,891 (1992 — 242,078,692). 
Net income applicable to common shares amounted to $641 (1992 — $576), reflecting the deduction of 


preferred share dividends from net income for the year. 


Fully diluted net income per common share is calculated using the daily average of common shares which 
would have been outstanding during the year of 252,633,713 (1992 — 245,130,702) assuming conversion 
as at the beginning of the year or at the date of issuance, if later, of all securities which are convertible or 


redeemable at the option of the holder. 
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(a) Off-Balance Sheet Financial Instruments 

In the normal course of its business, the Bank enters into off-balance sheet financial instruments to meet 
the financing needs of its customers, for profit purposes and to manage exposures arising from fluctuations 
in interest and currency rates. 


These financial instruments include varying degrees of credit and market (foreign exchange and interest 
rate) risks depending on the nature and term of each instrument. Such instruments are subject to the same 
risk management standards and policies as assets reported on the balance sheet. 


The table below sets out the details of outstanding off-balance sheet financial instruments. It provides the 
notional principal amounts as well as the risk-weighted equivalent values, which are based on the rules on 
Capital Adequacy as prescribed by the Superintendent of Financial Institutions Canada. 


CREDIT INSTRUMENTS 
These instruments, which have varying degrees of credit risk depending upon the nature and term of the 
instruments, are designed to meet the funding requirements of customers. 


» Guarantees and standby letters of credit represent an irrevocable obligation of the Bank to make payments 
to a third party in the event that the customer does not meet its obligation. The risks associated with 
these instruments are virtually the same as assets reported on the balance sheet. 

* Documentary and commercial letters of credit represent an agreement with the customer under which 
the Bank will honour drafts presented by a third party upon completion of specific activities. These 
instruments are collateralized by the shipment of goods to which the instrument relates. 

« Commitments to extend credit represent an undertaking to make credit available in the form of loans 
or other financings for specific amounts and maturities subject to certain conditions. The risks of these 
commitments are generally less than the committed value as the Bank does not expect the commitment 
to be fully drawn and/or collateral may be provided by the customer. 

* Note issuance and revolving underwriting facilities represent arrangements whereby the Bank will 
acquire short-term notes of a customer for a predetermined price in the event that the customer is 
unable to sell the notes to third parties. The risks associated with these instruments are similar to the 
risks of commitments to extend credit. 


FOREIGN EXCHANGE AND INTEREST RATE CONTRACTS 
These instruments are designed to assist the Bank and its customers in managing foreign exchange and 
interest rate exposures. 


« Forward foreign exchange contracts represent agreements to purchase or sell specified amounts of foreign 
currency at a predetermined exchange rate on a fixed date or within a fixed period. 

« Forward rate agreements represent agreements which permit a customer to lock in a rate of interest based 
upon a notional principal amount for a fixed period of time. 

« Interest rate and cross currency swaps are contractual arrangements whereby two parties exchange cur- 
rency and/or interest payments based upon a notional principal amount for a specified period of time. 

« Interest rate and currency options purchased convey the right but not the obligation for the Bank to 
either buy or sell a specific amount of currency and/or financial instrument at a fixed price at either a 
fixed future date or at any time during a fixed future period. 
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The Bank manages its foreign exchange and interest rate contract risk by entering into offsetting positions 
and through controls over open positions, being the difference between purchase and sale transactions. 
The potential loss attributed to these instruments is limited to the unrealized market valuation gains on 
the instruments and may vary based upon changes in market currency and interest rates. 


1993 1992 
Notional Risk- Notional Risk- 
principal weighted principal weighted 
amount equivalent amount equivalent 
Credit Instruments 
Guarantees and standby letters of credit $ 4,723 $ 4,041 $ 4,546 $ 3,838 
Documentary and commercial letters of credit 832 5 736 138 
Commitments to extend credit: 
Original maturity of one year and under 30,220 - 32,762 - 
Original maturity of over one year 15,040 7,163 NS), AtS/ 6,223 
Note issuance and revolving underwriting facilities 169 48 241 80 
Foreign Exchange and Interest Rate Contracts 
Forward foreign exchange contracts 221,562 1,214 21097, O75 
Forward rate agreements 61,073 8 51,546 11 
Interest rate and cross currency swaps 56,634 662 49,200 545 
Interest rate and currency options purchased 7,620 48 6,140 107 


Total $397,873 $13,335 $375,455 $125917 


(b) Lease Commitments 
Annual contractual rental commitments for buildings and equipment for the next five years and thereafter 


are as follows: 


1994 $ 89 


1995 84 
1996 Us 
1997 68 
1998 60 


1999 and thereafter 418 


Includes amounts in respect of 667 leased bank branch locations. 


(c) Legal Proceedings 
Management considers that the aggregate liability which may result from various legal proceedings out- 
standing against the Bank and its subsidiaries will not be material. 


(d) Pledged Assets 

In the normal course of business, certain subsidiaries of the Bank pledge their assets as security for liabilities 
incurred. Securities and other assets are pledged in respect of secured call loans, $1,581; repurchase agree- 
ments, $6,452; and other secured liabilities, $2,568. 
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1993 


The Bank has a number of pension funds, of which The Pension Fund 
Society of the Bank of Montreal is the principal plan in Canada and 
the Employees’ Retirement Plan of Bank of Montreal/Harris is the 
pension plan for most of the employees of Harris Bankcorp, Inc. and 
U.S.-based Bank of Montreal offices. 

The following table provides summaries of their estimated 
financial positions: 

The Pension Fund Society of the Bank of Montreal 


Pension plan assets at market value $1,370 
Actuarial present value of accrued pension benefits 1,185 
Surplus $ 185 
The Employees’ Retirement Plan of Bank of Montreal/Harris 

Pension plan assets at fair value Sui275 
Actuarial present value of accrued pension benefits 253 
Surplus $. 22 
Total pension expense for the year* ne oY 


1992 


$ 60 


*Total pension expense for the year includes the expense for all of the Bank’s pension plans, as well as Bank contributions to 


the Canada and Quebec Pension Plans. 
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STATEMENT OF MANAGEMENT'S 


RESPONSIBILITY FOR FINANCIAL INFORMATION 


The presentation and preparation of the annual consolidated financial statements of Bank of Montreal and 
all other information in the Annual Report is the responsibility of the Bank’s management. The information 
provided therein has been prepared in accordance with the provisions of the Bank Act and related regulations, 
and corresponds to generally accepted accounting principles, including the accounting requirements of 
the Superintendent of Financial Institutions Canada. The financial statements necessarily include amounts 
based on informed judgements and estimates of the expected effects of current events and transactions 
with appropriate consideration to materiality. The financial information presented elsewhere in the Annual 
Report is consistent with that in the financial statements. 


In meeting its responsibility for the reliability of financial information, management maintains and relies on 
comprehensive organizational and procedural controls, including internal accounting controls. The Bank’s 
overall controls include written communication of Bank policies and procedures governing corporate 
conduct and risk management; comprehensive business planning; effective segregation of duties; delegation 
of authority and personal accountability; careful selection and training of personnel; and sound and 
conservative accounting policies which are regularly updated. This structure ensures appropriate internal 
control over transactions, assets and records, in conjunction with a continued program of extensive internal 
audits covering all aspects of the Bank’s operations. These controls are designed to provide reasonable 
assurance that the financial records are reliable for preparing financial statements and other financial infor- 
mation, assets are safeguarded against unauthorized use or disposition, liabilities are recognized, and the 
Bank is in compliance with all regulatory requirements. 


The Board of Directors is responsible for reviewing and approving the financial information contained in 
the Annual Report, and overseeing management’s responsibilities for the presentation and preparation of 
financial information, maintenance of appropriate internal controls and assessment of significant and related 
party transactions. The Board delegates these responsibilities to its Audit and Conduct Review Committees. 
These committees are composed solely of directors who are not officers or employees of the Bank. 


-The Shareholders’ Auditors and the Bank’s Chief Auditor have full and free access to the Board of Directors 
and its committees to discuss audit, financial reporting and related matters. 


Matthew W. Barrett F. Anthony Comper Robert B. Wells 
Chairman and President and Executive Vice-President and 
Chief Executive Officer Chief Operating Officer Chief Financial Officer 


November 23, 1993 
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SHAREHOLDERS’ AUDITORS’ REPORT 


TO THE SHAREHOLDERS OF BANK OF MONTREAL 


We have audited the consolidated balance sheet of Bank of Montreal as at October 31, 1993 and the 
consolidated statements of income, changes in shareholders’ equity and changes in financial position for 
the year then ended. These financial statements are the responsibility of the Bank’s management. Our 
responsibility is to express an opinion on these financial statements based on our audit. 


We conducted our audit in accordance with generally accepted auditing standards. Those standards require 
that we plan and perform an audit to obtain reasonable assurance whether the financial statements are free 
of material misstatement. An audit includes examining, on a test basis, evidence supporting the amounts and 
disclosures in the financial statements. An audit also includes assessing the accounting principles used and 
significant estimates made by management, as well as evaluating the overall financial statement presentation. 


In our opinion, these consolidated financial statements present fairly, in all material respects, the financial 
position of the Bank as at October 31, 1993 and the results of its operations and the changes in its financial 
position for the year then ended in accordance with generally accepted accounting principles, including the 
accounting requirements of the Superintendent of Financial Institutions Canada. 


The consolidated financial statements for the year ended October 31, 1992 were audited by Deloitte & Touche 
and Peat Marwick Thorne, who expressed an opinion thereon without reservation in their report dated 
November 24, 1992. 


Coopers & Lybrand Peat Marwick Thorne 
Chartered Accountants Chartered Accountants 


Toronto, November 23, 1993 
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BANK OWNED CORPORATIONS 


Corporations in which the Bank owns more than 
50% of the issued and outstanding voting shares 


Canada 
Bank of Montreal Investment Counsel Limited 
Bank of Montreal Investment Management Limited 
Bank of Montreal Investor Services Limited 
Bank of Montreal Mortgage Corporation 
BMRI Realty Investments 
Bank of Montreal Securities Canada Limited 
The Nesbitt Thomson Corporation Limited 
and subsidiaries 
The Trust Company of Bank of Montreal 


United States 

Bankmont Financial Corp. 
BMO Financial, Inc. 
Harris Bankcorp, Inc. and subsidiaries 
Harris Futures, Inc. 
Harris-Nesbitt Thomson Securities, Inc. 
HGC Bank 


Book value of 
common and 


Other Countries 
Bank of Montreal Asia Limited 


Bank of Montreal Capital Markets (Holdings) Limited 


Bank of Montreal Europe Limited 

Concordia Financial Corporation 
First Canadian Financial Corporation Limited 

Concordia Insurance Corporation 

Concordia Life Assurance Corporation 

Empresa Técnica de Organizacao e Participacgoes S.A. 
Banco de Montreal S.A. and subsidiaries 
Montrealbank Corretora de Seguros Ltda. 
TOP Empreendimentos Imobiliarios Ltda. 
TOP Servicos Ltda. and subsidiary 

First Canadian Assessoria e Servicos Ltda. 


Percent of preferred shares 
voting shares owned by 
owned by the Bank 
Head office the Bank (Cdn. $ in millions) 
Toronto 100.0 ‘| 
Toronto 100.0 13 
Toronto 100.0 4 
Calgary 100.0 1,025 
Toronto 100.0 
Toronto 100.0 401 
Montreal 100.0 
Toronto 100.0 d2 
Wilmington, U.S.A. 100.0 1,865 
Wilmington, U.S.A. 100.0 
Chicago, U.S.A. 100.0 
Wilmington, U.S.A. 100.0 
Chicago, U.S.A. 100.0 
Chicago, U.S.A. 100.0 
Singapore, Republic of Singapore 100.0 28 
London, England 100.0 36 
London, England 100.0 10 
Bridgetown, Barbados 100.0 283 
Hong Kong, Hong Kong 100.0 
Bridgetown, Barbados 100.0 23 
Bridgetown, Barbados 100.0 30 
Rio de Janeiro, Brazil 100.0 13 
Rio de Janeiro, Brazil 100.0 
Rio de Janeiro, Brazil 100.0 
Rio de Janeiro, Brazil 100.0 
Rio de Janeiro, Brazil 100.0 
Rio de Janeiro, Brazil 100.0 - 


The above is a list of all the Bank’s directly held corporations, as well as their directly held corporations, and thereby includes 


all of the Bank’s major operating companies. 


The book values of the corporations shown represent the total common and preferred equity value of the holdings of the Bank. 
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QUARTERLY FINANCIAL DATA 


($ in millions except per common share amounts) 


1993 1992 

Quarter ended Oct. 31 July 31. = April30 = Jan. 31 Oct. 31 July 31. April 30 Jan. 31 
Consolidated Statement 

of Income 
Interest, dividend and 

fee income $ 1,704 $ 1,774 $1,782" $* 17865" $ 1,783 $ 1,868 $ 1,842 $)) 47989 
Interest expense 892 938 982 1,101 1,021 1,074 Apia 1,245 
Net interest income 812 836 800 764 762 794 710 744 
Provision for credit losses 175 175 163 162 150 150 125 125 
Net interest income after 

provision for credit losses 637 661 637 602 612 644 585 619 
Other income 421 392 392 376 350 351 339 325 
Net interest and other income 1,058 1,053 1,029 978 962 995 924 944 
Non-interest expense 722 746 736 712 692 Hal 691 671 
Income before provision for 

income taxes 336 307 293 266 270 284 233 273 
Provision for income taxes 133 125 119 110 109 didn 88 108 
Income before 

non-controlling interest 203 182 174 156 161 73 145 165 
Non-controlling interest 2 2 { 1 1 - 2 1 
Net income $ 201 $ 180 $ 173 $ 155 $ 160 $ W735 $ 143 $ 164 
Average Assets $114,179 $111,643 $110,140 $110,337 $107,468 $104,813 $102,593 $100,893 
Common Share Information 
Average number of 

common shares 

outstanding (in thousands) 248,931 248,491 247,634 245,849 244309 242,834 241,320 239,835 
Net income per common share 

Basic $0.74 $0.66 $0.63 $0.56 $0.59 $0.64 $0.53 $0.62 

Fully diluted 0.72 0.66 0.62 0.55 0.58 0.63 0.53 0.62 
Dividends declared per 

common share 0.28 0.28 0.28 0.28 0.27 0.26 0.27 0.26 
Dividends Declared 
Preferred shares 63. 4l7/ Smel7, $ 17 Si, cS 4l7/ $ 16 $ 15 $ 16 
Common shares 70 70 69 69 65 64 64 64 
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CORPORATE 


ank of Montreal is recognized as a 
leader in the field of corporate governance 
reform in Canada. In 1993, the Bank continued 
to reshape its Board policies and governance 
processes, both to enhance Board legitimacy and 
accountability, and to enable the directors to 
play a fuller and more effective role in the pro- 
tection and enhancement of shareholder value. 

The Nominating Committee of the Board 
oversees corporate governance reform and 
recommends policy changes to the full Board. 
Significant policy changes in 1993 included a 
decision that only the Chief Executive Officer 
and the Chief Operating Officer may stand 
for election to the Board of Directors, thereby 
limiting the number of inside directors to 
two in future. Also, the Bank’s current Board 
policy on eligibility of officers and directors 
has been amended to require the resignation 
of inside directors from the Board upon their 
ceasing to be employed as officers of the Bank. 
Under this policy the former Chief Executive 
Officer may continue to serve on the Board 
only if specifically requested by the Board 
to do so for a defined period of time, not to 
exceed two years. This policy will become 
operative upon the retirement of the current 


Chief Executive Officer of the Bank. 


GOVERNANCE 


A distinctive feature of Bank of Montreal’s 
management philosophy is to measure the 
effectiveness of everything we do. In the first 
stage of the Bank’s corporate governance 
reform, committee responsibilities were 
significantly increased, while the level of 
information required by directors to exercise 
proper oversight and due diligence, and to 
engage in specific decision-making at both 
Board and committee stage, was formalized. In 
1993, an independent survey of our directors 
was conducted to determine the effectiveness 
thus far of these changes and the Bank’s other 
governance reforms, and to ensure that the 
Board continues to receive pertinent and timely 
information. The results of this and future 
surveys, which will be conducted annually, will 
act as a key determinant in shaping the Bank’s 
governance programs, and in turn maximizing 
the Board’s roles within Bank of Montreal and 
as a link between the Bank and the communi- 
ties we serve. 

An effective corporate governance program 
requires significant and ongoing contributions 
of time and resources, if it is to remain relevant 
and well-suited to the Bank’s current needs. The 
senior executives of the Bank and the Board 
of Directors are committed to maintaining the 


Bank’s leadership in this field. 
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BOARD COMMITTEES 


The Board of Directors has seven major committees which undertake detailed studies of specific issues 


and recommend action to the Board. The Board makes final decisions on the committee recommen- 


dations; but the work of the committees in conducting in-depth analysis of situations and considering 


various courses of action helps the Board work effectively. In addition to our seven principal committees 


there are three Canadian regional committees and a European committee. Each of these examines the 


Bank’s general operations within its geographic area. 


THE EXECUTIVE COMMITTEE is the 
Board’s primary working committee. 
When the full Board is not in session 
it acts for the Board in managing, 

or supervising the management of 
the Bank’s business subject to legal 
limitations on the delegation of 
authority. It has overall responsibility 
for the review of credit transactions 
in compliance with the Bank Act 
and corporate policy. The commit- 
tee meets every month and reports 
to the Board after each meeting. 


Chairman: Matthew W. Barrett. 
Members: Ralph M. Barford, 

David R. Beatty, F Anthony Comper, 
Pierre Cété, C. William Daniel, 
Louis A. Desrochers, John F. Fraser, 
Betty Kennedy, J. Blair MacAulay, 
Lorne C. Webster. 


THE AUDIT COMMITTEE reviews 
the Bank’s financial statements, 

and any investments or transactions 
which could adversely affect the 
Bank. It also ensures that appropriate 
internal controls are maintained, 
and monitors the Bank’s compliance 
with government regulations. 

The Audit Committee meets regu- 
larly with the shareholders’ auditors, 
the Superintendent of Financial 
Institutions, and the Bank’s Chief 
Financial Officer, Chief Internal 
Auditor and the Vice-President for 
Corporate Compliance. The com- 
mittee meets at least three times a 
year and reports to the Board after 
each meeting. 

Chairman: Lorne C. Webster. 

Members: Peter J.G. Bentley, Pierre Coté, 
Robert H. McKercher, Jean C. Monty, 
Jeremy H. Reitman, William W. Stinson. 


*Non-voting member 
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THE CONDUCT REVIEW COMMITTEE 
reviews “related party” transactions 
(as defined by the Bank Act) and 
identifies those transactions which 
may affect the stability or solvency 
of the Bank. It also monitors pro- 
cedures to deal with conflicts of 
interest, the disclosure of information 
to customers, and the resolution 

of customer complaints. The com- 
mittee meets at least four times a 
year and reports to the Board after 
each meeting. 


Chairman: Peter J.G. Bentley. 
Members: Pierre Cété, 

Robert H. McKercher, Jean C. Monty, 
Jeremy H. Reitman, William W. Stinson, 
Lorne C. Webster. 


THE DONATIONS COMMITTEE 
supervises the Bank’s policies 
for donations to charities. It also 
approves donations of more 
than $50,000. The committee 
meets four times a year and 
reports annually to the Board. 


Chairman: Betty Kennedy. 

Members: Graham R. Dawson, 

Jerry E.A. Nickerson, Mary Alice Stuart, 
Matthew W. Barrett.” 


THE HUMAN RESOURCES AND 
MANAGEMENT COMPENSATION 
COMMITTEE conducts an annual 
review of the Bank’s human 
resources. It also approves executive 
compensation, reviews compen- 
sation and benefits policies, assesses 
the performance of the Chief 
Executive Officer, monitors man- 
agement succession planning, and 
approves executive appointments 
and reassignments. The committee 
meets at least four times a year 

and reports to the Board after 

each meeting. 


Chairman: Ralph M. Barford. 

Members: Pierre Cété, C. William Daniel, 
Louis A. Desrochers, John F. Fraser, 

Lorne C. Webster, Matthew W. Barrett* 


THE NOMINATING COMMITTEE 
identifies and recommends suitable 
candidates for appointment to 

the Board, and recommends the 
assignment of Board members 

to the various committees. It also 
conducts an annual assessment 

of the performance of the Board as 
a whole, and its individual members. 
The committee meets at least 
four times a year and reports to 
the Board after each meeting. 


Chairman: Pierre Cété. 

Members: Ralph M. Barford, 

Peter J.G. Bentley, J. Blair MacAulay, 
William W. Stinson, 

Matthew W. Barrett’ 


THE RISK REVIEW COMMITTEE 
regularly reviews the risks involved 
in the Bank’s operations. It meets 
regularly with the appropriate 
officers of the Bank to assess the 
procedures developed to manage 
those risks and in particular the 
management and control of those 
risks in compliance with the Canada 
Deposit Insurance Corporation 
Standards of Sound Business and 
Financial Practices. The committee 
meets four times a year and reports 
to the Board annually. 


Chairman: C. William Daniel. 
Members: Ralph M. Barford, 

F, Anthony Comper, Robert E. Kadlec, 
Ronald N. Mannix, Eric H. Molson. 
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Eric H. Molson 
Stanley Kwok 

William D, Mulholland 
John H. Hale 

David R. Beatty 
Guylaine Saucier 

Jean C. Monty 

Jerry E.A. Nickerson 
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AST AI. OG TOBERRS T1993 


MATTHEW W. BARRETT 

(49 years of age) 

Chairman and 

Chief Executive Officer 

31 years’ experience with the Bank. 
Member of the Board since 1987. 
Elected Chairman and 

Chief Executive Officer in 1990. 

F. ANTHONY COMPER 

(48 years of age) 

President and 

Chief Operating Officer 

26 years’ experience with the Bank. 
Elected to the Board in 1990. 


Current Chairman, 
Canadian Bankers Association. 


RALPH M. BARFORD 

Toronto 

7 years’ experience as member 
of the Board. 

President, 

Valleydene Corporation Limited, 
an investment company, 


and Chairman of Camco Inc. 
and GSW Inc. 


DAVID R. BEATTY, O.B.E. 

Toronto 

Elected to the Board in 1992. 
President, 

Weston Foods Ltd., 

a major food processing company. 


PETER J.G. BENTLEY, O.C., LL.D. 
Vancouver 

15 years’ experience as member 
of the Board. 

Chairman and 

Chief Executive Officer, 

Canfor Corporation, 

an integrated forest 

products company. 


PIERRE COTE, C.M. 

Quebec City 

21 years’ experience as member 
of the Board. 

Chairman of the Board, 
Celanese Canada Inc., 

a chemical and textile company. 


C. WILLIAM DANIEL, O.C., LL.D. 
Toronto 

15 years’ experience as member 
of the Board. 

Director, 

Bankmont Financial Corp. 
Retired President and 

Chief Executive Officer, 

Shell Canada Limited, 

a major integrated petroleum and 
petrochemical company. 
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GRAHAM R. DAWSON 

Vancouver 

22 years’ experience as member 

of the Board. 

President, 

G.R. Dawson Holdings Limited, 

a holding company with significant 
interests in heavy construction, 
highway maintenance, natural resource 
and venture capital companies. 


LOUIS A..DESROCHERS, Q.C. 
Edmonton 


20 years’ experience as member 
of the Board. 


Senior Partner, 
McCuaig Desrochers, 
Barristers and Solicitors. 


JOHN F. FRASER, O.C., LL.D. 
Winnipeg 

8 years’ experience as member 

of the Board. 

Chairman, 

Federal Industries Ltd., 

a diversified management company. 


JOHN H. HALE 

London, England 

8 years’ experience as member 
of the Board. 

Retired Managing Director, 
Pearson plc, 

a U.K. holding company, and 
former Executive Vice-President 
and Director, 

Alcan Aluminium Limited. 
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DONALD S. HARVIE, O.C. 

Calgary 

27 years’ experience as member 

of the Board. 

Chairman of Devonian Foundation, 
a charitable organization. 

Former senior executive of 

various major petroleum companies 
in Western Canada. 


ROBERT E. KADLEC 
Vancouver 

Elected to the Board in 1991. 
President and 

Chief Executive Officer, 

BC Gas Inc., 


a major energy company. 


c 


BETTY KENNEDY, O.C., LL.D. 
Toronto 

18 years’ experience as member 
of the Board. 

Over 30 years’ experience 

as Broadcast Journalist 

and Public Affairs Editor. 


GERALDINE A. KENNEY-WALLACE, 
PH:;D) DSc. bl. De 
Toronto 


Elected to the Board in 1990. 
President and Vice-Chancellor, 
McMaster University, Hamilton. 
Former Chairman of the Science 
Council of Canada. 


Matthew W. Barrett 
Graham R. Dawson 
Pierre Cété 

Ralph M. Barford 
Betty Kennedy 
Ronald N. Mannix 
Jeremy H. Reitman 
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John F. Fraser 

William W. Stinson 

Lorne C. Webster 

J. Blair MacAulay 

Peter ].G. Bentley 

Geraldine A. Kenney-Wallace 
Robert E. Kadlec 

C. William Daniel 
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STANLEY KWOK 
Vancouver 


Elected to the Board in 1993. 
Member of the Bank’s Vancouver Asian 
Advisory Panel. 


Chairman, 
Amara International Investment Corp. 


J. BLAIR MACAULAY 

Oakville 

22 years’ experience as member 
of the Board. 

Chairman of the Board, 


The Trust Company of 
Bank of Montreal. 


Partner, 
Fraser & Beatty, Toronto, 
Barristers and Solicitors. 


RONALD N. MANNIX 

Calgary 

15 years’ experience as member 
of the Board. 

Chairman and 

Chief Executive Officer, 
Loram Corporation, 

a resource company. 


ROBERT H. MCKERCHER, Q.C. 
Saskatoon 

5 years’ experience as member 
of the Board. 

Senior Partner, 

McKercher McKercher Laing 
& Whitmore, 

Barristers and Solicitors. 
Owner and Operator, 
Crossmount Farms, 
Saskatoon. 


ERIC H. MOLSON 
Montreal 


6 years’ experience as member 


of the Board. 


Chairman of the Board, 
The Molson Companies Limited, 
a diversified company. 


JEAN C. MONTY 
Toronto 


Elected to the Board in 1991. 


President and 

Chief Executive Officer, 
Northern Telecom Limited, 

a global supplier of 
telecommunications products 
and systems. 


WILLIAM D. MULHOLLAND, LL.D. 
Georgetown, Ontario 

23 years’ experience as member 

of the Board, including 10 years as 
Chairman of Bank of Montreal. 


Now retired, Mr. Mulholland holds 
several Corporate Directorships 
and is an active Farmer. 


JERRY E.A. NICKERSON 

North Sydney, Nova Scotia 

12 years’ experience as member 
of the Board. 

Chairman, 

H.B. Nickerson & Sons Ltd., 

a management and holding 
company with interests in metal 
fabricating, shipbuilding, ship 
repair and real estate. 
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JEREMY H. REITMAN 
Montreal 


6 years’ experience as member 
of the Board. 


President, 
Reitmans (Canada) Limited, 
a ladies’ apparel retailing company. 


GUYLAINE SAUCIER, C.M., F.C.A. 
Montreal 


Appointed to the Board in 1992. 


Corporate Director 

and former President, 

Le Groupe Gérard Saucier Ltée, 
a forest products company. 


Former Director of the Bank of Canada 


and first woman President of the 
Quebec Chamber of Commerce. 


JAMES C. THACKRAY 

Toronto 

21 years’ experience as member 

of the Board. 

Director and retired Chairman and 
Chief Executive Officer, 

Bell Canada, 

a telecommunications company. 


LORNE C. WEBSTER 
Montreal 


24 years’ experience as member 
of the Board. 


Director, Bankmont Financial Corp. 


Chairman and 

Chief Executive Officer, 

Prenor Group Ltd., 

a financial services holding company. 


WILLIAM W. STINSON 
Montreal 


4 years’ experience as member 
of the Board. 


Chairman and 

Chief Executive Officer, 
Canadian Pacific Limited, 

a management holding company. 


MARY ALICE STUART, 

C.M., O.ONT., LL.D. 

Toronto 

7 years’ experience as member 
of the Board. 

Chairman and 

Chief Executive Officer, 
CJRT-FM INC., 


a non-profit radie broadcast station. 
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B. KENNETH WEST 

Chicago, Illinois 

9 years’ experience as member 
of the Board. 

Chairman of the Board, 
Harris Bankcorp, Inc. 


Mr. West has been with the 
Harris organization for 36 years. 


B. Kenneth West 
James C. Thackray 
Robert H. McKercher 
Mary Alice Stuart 
Donald S. Harvie 


F, Anthony Comper 


Louis A. Desrochers 
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INTERNATIONAL ADVISORY COUNCIL 


The role of the International Advisory Council is to provide the Bank and its Senior Executive advice 


on political, economic and social trends which impact the Bank’s current or future operations. Council 


meets approximately once every nine months. On request of the Bank’s Chairman and Chief Executive 


Officer, International Advisory Council members provide advice, either collectively or individually, 


with respect to particular developments outside Canada which may have significance for the Bank. 


The Council does not participate in the management, operation or administration of the Bank or its 


subsidiaries and affiliates. 


Sylvia Ostry, C.C., F.R.S.C. 
(COUNCIL CHAIRMAN) CANADA 
Chairman, Centre for International 
Studies, University of Toronto; 
Chancellor, University of Waterloo; 
Chairman, The National Council 
of the Canadian Institute of 
International Affairs; Western 
Co-Chairman, The Blue Ribbon 
Commission for Hungary’s 
Economic Recovery; and former 
Ambassador of Canada for 
Multilateral Trade Negotiations 
and Personal Representative 

of the Prime Minister to the 
Economic Summit. 


Matthew W. Barrett 
(EX-OFFICIO) CANADA 
Chairman of the Board and 
Chief Executive Officer, 
Bank of Montreal. 


Sir Peter B. Baxendell, 

C.B.E., F.ENG., FIC. 

UNITED KINGDOM 

Director, The “Shell” Transport 
and Trading Company, p.l.c. 
(Chairman 1979-85) and Director, 
Inchcape Plc and Sun Life 
Assurance Company of Canada. 


Ambassador Richard R. Burt 
UNITED STATES 

Partner, McKinsey & Company; 
Senior advisor to the Center for 
Strategic and International Studies; 
former Chief Negotiator on 
Strategic Arms Reduction Talks 
and United States Ambassador 

to Germany. 


*Retired by rotation. 
Members acknowledge with appreciation 


Mr. von Siemens’ contribution to Council. 


Sir Michael Butler 

UNITED KINGDOM 

Executive Director, Hambros 
Bank Limited; and the British 
Government’s Permanent 
Representative in the European 
Community in Brussels (1979-85). 


FE. Anthony Comper 
(EX-OFFICIO) CANADA 
President and Chief Operating 
Officer, Bank of Montreal. 


Viscount Etienne Davignon 
BELGIUM 

Chairman of the Société Générale 
de Belgique; former Vice-President 
of the Commission of the European 
Communities; and former President 
of the International Energy Agency. 


Juan Gallardo 

MEXICO 

Chairman, Grupo GEUSA; 
and Chairman of COECE 
(Coordinacién Empresarial para 
el Acuerdo de Libre Comercio). 


Philippe Giscard d’Estaing 
FRANCE 

Chairman of Thomson 
International Advisory Board, 
International Advisor to the 
Chairman of Thomson SA; and 
Vice-Chairman of CNPF 
International (Conseil national 
du patronat francais). 


Allan E. Gotlieb, c.c. 

CANADA 

Chairman, Canada Council, 
Burson-Marsteller, Canada and 
Executive Consultants Limited; 
and former Ambassador of 
Canada to the United States. 


Makoto Kuroda 

JAPAN 

Senior Managing Director of 
Mitsubishi Corporation; and 
former Vice-Minister of 
International Affairs of MITI 
(Ministry of International 
Trade and Industry). 


Hun Jo Lee 

REPUBLIC OF KOREA 
Vice-Chairman & Chief Executive 
Officer, Goldstar Co., Ltd.; 
Director of the Korea Institute 
for Industrial Economics & 
Technology; Vice-Chairman of 
Korea Industrial Research 
Institutes and Chairman of Audio 
and Video R&D Association 

of Korea. 


Dr. the Honourable David K.P. Li, 
O.B.E., HON. LL.D. (CANTAB), J.P. 
HONG KONG 

Director and Chief Executive, 

The Bank of East Asia, Limited; 
and Member of the Legislative 
Council of Hong Kong. 


*Peter von Siemens 
FEDERAL REPUBLIC OF GERMANY 
Member of the Supervisory Board, 
Siemens AG. 


Dr. h.c. Horst Teltschik 

FEDERAL REPUBLIC OF GERMANY 
Member of the Managing Board 

of Directors of BMW AG Munich; 
former Head of the Department for 
Foreign and Inter-German 
Relations, Development Policy, 
External Security and Deputy 
Chief of Staff of the Federal 
Chancellery. 


The Honorable 

James R. Thompson 

UNITED STATES 

Partner, Chairman and Chairman 
of the Executive Committee, 
Winston & Strawn; and Governor 
of Illinois (1977-91). 


BANK OF MONTREAL 


BANK OF MONTREAL LOCATIONS 


PERSONAL AND COMMERCIAL 


Ron Rogers 

Senior Executive 
Vice-President 

Personal & Commercial 
Financial Services 


HEADQUARTERS 


Drew White 

Executive Vice-President 
Marketing & Planning 
First Canadian Place 


Toronto, Ontario 
M5xX 1Al1 


Tom Alton 

President 

Bank of Montreal 
Mortgage Corporation 
Bank of Montreal Tower 
55 Bloor Street West 
Toronto, Ontario 

M4W 3N5 


Derek Fry 

Senior Vice-President 
Electronic Banking 
Services 

First Canadian Place 


Bob McGlashan 

Senior Vice-President 
Personal and Commercial 
Lending Services 

First Canadian Place 


Denis Nixon 

Senior Vice-President 
Private Banking 

First Canadian Place 


Dwight Nowlan 
Senior Vice-President 
Special Accounts 
Management 

Unit & Collections 
Concourse 

First Canadian Place 


Colin Smith 

Senior Vice-President 
Senior Credit Officer 
First Canadian Place 


Neil Tait 

Senior Vice-President 
Asian Banking 

302 Bay Street 
Toronto, Ontario 
M5xX 1A1 


Ron Jamieson 
Vice-President 
Aboriginal Banking 
First Canadian Place 


BANK OF MONTREAL 


EXECUTIVE OFFICES: 
CANADA 


ATLANTIC PROVINCES 


Simon Kouwenhoven 
Senior Vice-President 
Altlantic Provinces 
Division 

5151 George Street 
Halifax, Nova Scotia 
B3J 1M5 


Chuck Corbin 
Vice-President 
Community Banking 
(Eastern Newfoundland) 
238 Water Street 

St. John’s, Newfoundland 
A1C 6G5 


Cyril Kelly 
Vice-President 
Community Banking 
(Halifax / Dartmouth) 
Halifax Main Office 
5151 George Street 
Halifax, Nova Scotia 
B3J 1M5 


Don Marsh 
Vice-President 
Community Banking 
(Fredericton) 
Fredericton Main Office 
505 King Street 
Fredericton 

New Brunswick 


E3B 4Y5 


Gilles Jarry 

Senior Vice-President 
Québec Division 

129, rue Saint-Jacques 
Montréal, Québec 
H2Y 3S8 


Pierre Beauchamp 
Vice-President 
Community Banking 
(Montréal East Island) 
Jean-Talon and Langelier 
6455, rue Jean-Talon est 
Saint-Léonard, Québec 
H1S 3E8 


Don Carpentier 
Vice-President 
Community Banking 
(Montréal West Centre) 
Céte-Vertu and Cavendish 
3100, ch. Cdte-Vertu 

Ville Saint-Laurent 
Québec H4R 2J8 


Gérard Carrier 
Vice-President 
Community Banking 
(Montréal South Shore) 
Longueuil Main Office 
182, rue Saint-Charles ouest 
Longueuil, Québec 

J4H 109 


Yves Guay 
Vice-President 
Community Banking 
(Eastern Townships/ 
Estrie and Bois-Francs) 
(Sherbrooke) 

455, rue King ouest 
Sherbrooke, Québec 
J1H 6E9 


Maurice Hudon 
Vice-President 
Community Banking 
(Montréal West Island) 
Fairview Centre 

6702, route 
Transcanadienne 
Pointe-Claire, Québec 
H9R 1C4 


Alain Jarry 
Vice-President 
Community Banking 
(Place d’Armes) 
Montréal Main Office 
119, rue Saint-Jacques 
Montréal, Québec 
H3C 3B6 


Jacques Labréche 
Vice-President 
Community Banking 
(Metropolitan Québec 
and South Shore) 
Place d’Youville 

800, Place d’ Youville 
Québec City, Québec 
G1K 7L6 


Michel Turgeon 
Vice-President 
Community Banking 
(Montréal Downtown) 
1205, rue Sainte- 
Catherine ouest 
Montréal, Québec 
H3B 1K7 


Dean Kriekle 

Senior Vice-President 
Eastern & Northern 
Ontario Division 
World Exchange Plaza 
45 O’Connor Street 
Ottawa, Ontario 

K1P 1A4 


FINANCIAL SERVICES 


Jamie McMillan 
Vice-President 
Community Banking 
(Northern Ontario) 
Sudbury Main Office 
74 Durham Street 
Sudbury, Ontario 
P3E 3M6 


Bob Normand 
Vice-President 
Community Banking 
(Ottawa) 

Ottawa Main Office 
144 Wellington Street 
Ottawa, Ontario 

Kole sis 


Pam Robertson 
Vice-President 
Community Banking 
(Kingston/Brockville) 
Kingston Financial Centre 
42 Bath Road 

Kingston, Ontario 

K7L 1H5 


CENTRAL ONTARIO 
Ted Little 

Senior Vice-President 
Central Ontario Division 
302 Bay Street 


Toronto, Ontario 
M5xX 1A1 


Doug Dawson 
Vice-President 
Community Banking 
(Mississauga) 

Mississauga Main Office 
One Robert Speck Parkway 
Mississauga, Ontario 

L4Z 3M3 


John Graham 
Vice-President 
Community Banking 
(Toronto Centre) 
Toronto Main Office 
100 King Street West 
Toronto, Ontario 
M5xX 1A3 


John Kirk 
Vice-President 
Community Banking 
(Durham Region) 
Oshawa Main Office 
38 Simcoe Street South 
Oshawa, Ontario 

LiH 7N1 


Norm McGovern 
Vice-President 
Community Banking 
(Scarborough) 
Markham & Ellesmere 
2100 Ellesmere Road 
Scarborough, Ontario 
Mi1H 3B7 


Carol Snider 
Vice-President 
Community Banking 
(Toronto Uptown) 
Yonge & Eglinton 
2210 Yonge Street 
Toronto, Ontario 
MA4S 2B8 


Bill Swift 
Vice-President 
Community Banking 
(North York) 

North York City Centre 
5140 Yonge Street 
Willowdale, Ontario 
M2N 6L7 


Jane Weatherbie 
Vice-President 
Community Banking 
(Toronto Midtown) 
Bloor & Bay 

55 Bloor Street West 
Toronto, Ontario 
M4W 1A6 


SOUTH WESTERN 
ONTARIO 


Dave Troutman 
Senior Vice-President 
South Western Ontario 
Division 

Prudential Centre/ 
Frederick Tower 

101 Frederick Street 
Kitchener, Ontario 
N2H 6R2 


Roger Couldrey 
Vice-President 
Community Banking 
(Hamilton) 

Lloyd D. Jackson Square 
1 James Street North 
Hamilton, Ontario 
L8N 3H7 


Eric Donald 
Vice-President 
Community Banking 
(London) 

Dundas & Wellington 
441 Richmond Street 
London, Ontario 
N6A 4X6 


Art Dubbeldam 
Vice-President 
Community Banking 
(Kitchener/ Waterloo/ 
Cambridge) 

Kitchener Main Office 
2 King Street West 
Kitchener, Ontario 
N2G 1A3 


Chris Hopfner 
Vice-President 
Community Banking 
(Guelph) 

St. Georges Square 
Guelph, Ontario 
N1H 6K9 


Jim MclIlquham 
Vice-President 
Community Banking 
(Windsor) 

Windsor Main Office 
200 Ouellette Avenue 
Windsor, Ontario 
N9A 6K9 


MANITOBA/ 
SASKATCHEWAN 


Ernie Morel 

Senior Vice-President 
Manitoba/Saskatchewan 
Division 

333 Main Street 
Winnipeg, Manitoba 
R3C 4E2 


Rollie Hardy 
Vice-President 
Community Banking 
(Regina/Moose Jaw) 
Regina Main Office 
1800 Scarth Street 
Regina, Saskatchewan 
S4P 3B5 


Mike Kilkenny 
Vice-President 
Community Banking 
(Winnipeg) 

333 Main Street 
Winnipeg, Manitoba 
R3C 4E2 


Ron Leslie 
Vice-President 
Community Banking 
(Saskatoon & North 
Saskatchewan) 
Saskatoon Main Office 
101-2nd Avenue North 
Saskatoon, Saskatchewan 
S7K 3L4 


Peter Conradi 
Senior Vice-President 
Alberta Division 
350-7th Avenue, S.W. 
Calgary, Alberta 

T2P 3N9 


Tom McCabe 
Vice-President 
Community Banking 
(Calgary) 

Calgary Main Office 
First Canadian Centre 
340-7th Avenue, S.W. 
Calgary, Alberta 

T2P 3N9 


Les Peddle 
Vice-President 
Community Banking 
(Central Alberta) 

Red Deer Main Office 
4903 Gaetz Avenue 
Red Deer, Alberta 
T4N 5G1 


Dave Strong 
Vice-President 
Community Banking 
(Edmonton) 
Edmonton Main Office 
10199-101 Street, N.W. 
Edmonton, Alberta 
T5J 2j2 


BRITISH COLUMBIA 


Harri Jansson 

Senior Vice-President 
British Columbia Division 
595 Burrard Street 
Vancouver 

British Columbia 

WPS ey 


Ken Bushell 
Vice-President 
Community Banking 
(Northern British 
Columbia/ Yukon) 

Prince George Main Office 
1310-3rd Avenue 

Prince George 

British Columbia 

WAL MEY) 


Debbie Casey 
Vice-President 
Community Banking 
(North Shore/ 
Sunshine Coast) 
Upper Lonsdale 

1505 Lonsdale Avenue 
North Vancouver 
British Columbia 
V7M 2J2 


Jay Fray 

Vice-President 
Community Banking 
(Victoria) 

Victoria Main Office 

1225 Douglas Street 
Victoria, British Columbia 
V8W 2E6 


Frank Hacquoil 
Vice-President 
Community Banking 
(Vancouver South) 
10th & Granville 
2601 Granville Street 
Vancouver 

British Columbia 
V6H 3H2 


Jim Kelsey 
Vice-President 
Community Banking 
(Vancouver Centre) 
Vancouver Main Office 
595 Burrard Street 
Vancouver 

British Columbia 

Vix ilies 


Dave Lavalley 
Vice-President 
Community Banking 
(Fraser Burrard) 

Burnaby Main Office 

4705 Kingsway 

Burnaby, British Columbia 
V5H 2C4 


Keith MacMillan 
Vice-President 
Community Banking 
(Okanagan Valley) 
Kelowna Main Office 
294 Bernard Avenue 
Kelowna 

British Columbia 
WANE FE 


Howard Rowe 
Vice-President 
Community Banking 
(Fraser Valley/Richmond) 
20411 Douglas Crescent 
Langley, British Columbia 
V3A 4B6 


Dick Ward 
Vice-President 
Community Banking 
(North Vancouver Island) 
Nanaimo Main Office 

588 Terminal Avenue 
Nanaimo, British Columbia 
VOR 5C9 


INTERNATIONAL 
OFFICES 


Ken Dawson 
Vice-President 

Private Banking Centre 
2306-9 Jardine House 

1 Connaught Place 
Central, Hong Kong 


BANK OF MONTREAL 


BANK OF MONTREAL LOCATIONS 


Alan G. McNally 
Chief Executive Officer 
Harris Bankcorp, Inc. 


HEADQUARTERS 


B. Kenneth West 

Chairman of the Board 
111 West Monroe Street 
Chicago, Ulinois 60603 


Donald S. Hunt 
President & Chief 
Operating Officer 


DEPARTMENT HEADS 


Jon S. Brightman 
Trust Department 
Executive 


Richard J. Brown 
Community Bank 
Executive 


Charles H. Davis 
Chief Credit Officer 


P. David Hubbard 
Chief Financial Officer 


Kenneth R. Keck 
Bank Card Department 
Executive 


Edward W. Lyman, Jr. 
Corporate Banking 
Department Executive 


Roger A. Molzahn 
Operations Department 
Executive 


Ben T. Nelson 
Total Customer Focus 
Executive 


Maribeth S. Rahe 
Personal Financial Services 
Department Executive 


John A. Sivright 
Senior Relationship 
Executive 


Calvin S. Stowell, Jr. 
Human Resources 
Department Executive 


Edward J. Williams 
External Affairs Executive 


BANK OF MONTREAL 


HARRIS BANKCORP, INC. 


SUBSIDIARIES 


HARRIS TRUST AND 
SAVINGS BANK 


111 West Monroe Street 
Chicago, Illinois 60603 


HARRIS BANK ARGO 


7549 West 63rd Street 
Summit, Illinois 60501 
Lawrence J. Kreczmer 
President 


HARRIS BANK BARRINGTON 


201 South Grove Avenue 
Barrington, Illinois 60010 
Charles R. Tonge 
President 


HARRIS BANK BATAVIA 


155 West Wilson Street 
Batavia, Illinois 60510 
Louis J. Sehring 
President 


HARRIS BANK FRANKFORT 


28 West Nebraska Street 
Frankfort, Illinois 60423 
Andrew B. Bernhardt 
President 


HARRIS BANK 
GLENCOE-NORTHBROOK 


333 Park Avenue 
Glencoe, Illinois 60022 
Lewis E. Freyer 
President 


HARRIS BANK HINSDALE 


50 South Lincoln Street 
Hinsdale, Illinois 60522 
Thomas H. Werner 
President 


HARRIS BANK LIBERTYVILLE 


354 N. Milwaukee Avenue 
Libertyville, Hlinois 60048 
Michael E. Godwin 
President 


HARRIS BANK NAPERVILLE 


503 N. Washington Street 
Naperville, Illinois 60566 
Frank G. Slocumb 
President 


HARRIS BANK ROSELLE 


106 East Irving Park Road 
Roselle, Illinois 60172 
David L. Webber 
President 


HARRIS BANK ST. CHARLES 


1 East Main Street 

St. Charles, Illinois 60174 
Eugene W. Butler 
President 


HARRIS BANK WILMETTE 


1701 Sheridan Road 
Wilmette, Illinois 60091 
John W. Close 
President 


HARRIS BANK WINNETKA 


520 Green Bay Road 
Winnetka, Illinois 60093 
Bruce F. Osborne 
President 


HARRIS TRUST BANK 
OF ARIZONA 


6263 North Scottsdale Road 
Scottsdale 

Arizona 85250-5401 

J. David Cox 

President 


NON-BANK 
SUBSIDIARIES 


HARRISCORP FINANCE, INC. 


111 West Monroe Street 
Chicago, Illinois 60603 
Louis F. Lanwermeyer 
President 


HARRIS INVESTMENT 
MANAGEMENT, INC. 


111 West Monroe Street 
Chicago, Illinois 60603 
Donald G.M. Coxe 
President 


HARRIS INVESTORS 
DIRECT, INC. 


111 West Monroe Street 
Chicago, Illinois 60603 
Larry J. Cillo 
President 


HARRISCORP CAPITAL 
CORPORATION 


111 West Monroe Street 
Chicago, Illinois 60603 

Louis F. Lanwermeyer 
President 


BANK OF MONTREAL 
TRUST COMPANY 


77 Water Street, 4th Floor 
New York 

New York 10005 

Steven R. Rothbloom 
Chairman of the Board 
and President 


HARRIS TRUST COMPANY 
OF NEW YORK 


77 Water Street 

New York 

New York 10005 
Steven R. Rothbloom 
Chairman of the Board 
and President 


HARRIS TRUST COMPANY 
OF CALIFORNIA 


707 Wilshire Boulevard 
Suite 4840, 

Los Angeles 

California 90017 
Steven R. Rothbloom 
Chairman of the Board 
and President 


HARRIS TRUST COMPANY 
OF FLORIDA 


505 South Flagler Drive 
Suite 1400 

West Palm Beach 
Florida 33401 

Jay L. Owen 

President 


HARRIS LIFE INSURANCE 
COMPANY 


6263 North Scottsdale Road 
Suite 100 

Scottsdale 

Arizona 85250-5401 
Joseph M. Dancheck 
President 
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BANK OF MONTREAL LOCATIONS 


GIO RRSP OERFAm a Ec 


Jeffrey Chisholm 
Vice-Chairman 
Corporate & Institutional 
Financial Services 


CORPORATE BANKING 
— CANADA 


Michael Rayfield 


Executive Vice-President 


DIVERSIFIED 
CORPORATE ACCOUNTS 


Toronto 

Surjit Rajpal 
Managing Director 
Montreal 

Glenn Rourke 
Managing Director 
NATURAL RESOURCES 


Calgary 
John Gorman 
Senior Vice-President 


Vancouver 
Scott Hean 
Managing Director 


REAL ESTATE 


‘Toronto 

Donald Willis 
Senior Vice-President 
Vancouver 

Thomas Sullivan 
Vice-President 


Other Locations 
Montreal, Calgary, Ottawa 


CORPORATE BANKING 
USHA. 


Thomas Wright 
Senior Vice-President 


DIVERSIFIED ACCOUNTS 
Chicago 

William Downe 
Senior Vice-President 
Randall Becker 
Managing Director 
Donald Higgins 
Managing Director 
Calvin Myers 
Managing Director 
Robert Strong 
Managing Director 
New York 

Ernest Cechetto 
Managing Director 
John Denson 
Managing Director 
Other Locations 
Los Angeles 


COMMUNICATIONS 


New York 

Yvonne Bos 
Managing Director 
INVESTORS GROUP 


New York 
Robert Mello 
Senior Vice-President 


NATURAL RESOURCES/ 
STRUCTURED FINANCE/ 
LOAN SALES 


Sanjiv Tandon 
Senior Vice-President 


NATURAL RESOURCES 


New York 
Joseph Longpré 


Managing Director 


Houston 
Frank Techer 
Managing Director 


Other Locations 
Los Angeles 


STRUCTURED FINANCE 


New York 
Sylvia Barnes 
Managing Director 


LOAN SALES 


New York 
Russell Playford 
Managing Director 


REAL ESTATE 
Chicago 

David Rubin 
Managing Director 


FINANCIAL 
INSTITUTIONS AND 
GOVERNMENTS 


Deanna Rosenswig 
Senior Vice-President 
GOVERNMENTS AND 


NON-BANK FINANCIAL 
INSTITUTIONS 


‘Toronto 
Charles Bartliff 


Senior Vice-President 


INTERNATIONAL 
FINANCIAL INSTITUTIONS 
AND TRADE FINANCE 


Toronto 
Carlos Garin 
Senior Vice-President 


Robert Martin 
Managing Director 
International Financial 
Institutions 


Peter Wren 
Managing Director 
Trade Finance 


Other Locations 
Chicago, Mexico City, 
Rio de Janeiro, Beijing, 
Taipei, Guangzhou, 
Tokyo, Seoul 


CORPORATE 
ELECTRONIC BANKING 


‘Toronto 

Marnie Kinsley 
Vice-President 
Donald Martin 
Vice-President 


SPECIALTY GROUPS 


CORPORATE FINANCE 
AND LOAN SALES 


‘Toronto 
David Pakrul 
Senior Vice-President 


CREDIT, LOAN PORTFOLIO 
MANAGEMENT AND 
SPECIAL COUNTRY UNIT 


‘Toronto 

Michel Maila 

Senior Vice-President and 
Senior Credit Officer 


Brian Ranson 
Vice-President, Loan 
Portfolio Management 
New York 

Loretta Hennessey 
Managing Director, Loan 
Portfolio Management 


REAL ESTATE PORTFOLIO 
MANAGEMENT 


‘Toronto 

Peter Waters 

Senior Vice-President 
SPECIAL ACCOUNTS 
MANAGEMENT 


Toronto 
Bernard Barth 
Senior Vice-President 


Allison Horton (Mr.) 
Senior Vice-President 


INEST It UsTel OINFAIES SES INGASNEGIIRAD ESS Es Ra ValaGeeas 


TREASURY SERVICES 


Yvan Bourdeau 
Executive Vice-President 
and Treasurer 


DISTRIBUTION 


Toronto 

Barry Davenport 
Senior Vice-President 
Global Distribution 


Allan Leal 

Managing Director 
Chicago 

Jamie Thorsen (Ms.) 
Managing Director 
TRADING 

Toronto 

Philip Wilson 

Senior Vice-President 
Global Trading 


David Hyma 
Managing Director 


Douglas Sannuto 
Managing Director 


Marc Vandal 
Managing Director 
Chicago 

Roderick Fowler 
Managing Director 
Robert Goetter 
Managing Director 


NORTH AMERICAN 
LOCATIONS 


Halifax, Montreal, 

New York, Toronto, 
Chicago, Winnipeg, 
Calgary, Vancouver 


INTERNATIONAL 
LOCATIONS 


London, Hong Kong, 
Tokyo, Seoul, Singapore 


BANK OF MONTREAL 


NORTH AMERICAN 
OFFICES 


Bank of Montreal Tower 
5151 George Street 
Halifax, Nova Scotia 
B3J 3C4 

Canada 


129, rue Saint-Jacques 
Montréal, Québec 
H2Y 3S8 

Canada 


430 Park Avenue 
New York, New York 
10022 

WESSAS 


Place Bell Canada 
160 Elgin Street 
Ottawa, Ontario 
K2P 2C4 

Canada 


TORONTO 


First Bank Tower 
First Canadian Place 
Toronto, Ontario 
M5X 1A1 

Canada 


115 South Lasalle Street 
Chicago, Illinois 

60603 

WISEAG 


Bank of Montreal Building 
333 Main Street 
Winnipeg, Manitoba 

R3C 4E2 

Canada 


BANK OF MONTREAL 


First Canadian Centre 
350-7th Avenue, S.W. 
Calgary, Alberta 

T2P 3N9 

Canada 


10199-101 Street 
Edmonton, Alberta 
DS }e2)2 

Canada 


HOUSTON 


700 Louisiana Street 
Houston, Texas 
77002 

ESTAS 


LOS ANGELES 


707 Wilshire Boulevard 
Los Angeles, California 
90017 
OPS 


First Bank Tower 
595 Burrard Street 
Vancouver 

British Columbia 
V7X 117 

Canada 


INTERNATIONAL 
OFFICES 


ASIA — PACIFIC RIM 


David Hutton 

Senior Representative 
Level 16, Capita Building 
9 Castlereagh Street 
Sydney, NSW 2000 
Australia 


Ellen Costello 
Managing Director 
and Regional Treasurer 
Asia Pacific 

4101 Jardine House 

1 Connaught Place 
Central, Hong Kong 


Tokuo Kurisu 
Vice-President and 
Branch Manager 

Mitsui Nigokan, 2-1-1 
Nihonbashi-Muromachi 
Chuo-ku, Tokyo 103 


Japan 
REPUBLIC OF KOREA 


Ernst Heldring 
Vice-President and 
Branch Manager 
Suhrin Building 
14th Floor 

88 Suhrin-Dong 
Chongro-Ku 
Seoul 110-110 
Republic of Korea 


PEOPLE'S REPUBLIC 
OF CHINA 


Roger Heng 

Senior Representative 
Room #707, Scite Tower 
22, Jianguo Men Wai Dajie 
Beiying 100004 

People’s Republic of China 


Room 2603, North Tower 
World Trade Centre 

No. 371-375, Huan Shi Lu 
Guangzhou 510065 
Guangdong Province 
People’s Republic of China 


Arthur Tan 
Director and 
Branch Manager 
150 Beach Road 
#26-01 
Gateway West 
Singapore 


Steven Jung 

Senior Representative 
Worldwide House 
Suite 903 

131 Min Sheng E. Road 
Sees 

Taipei, Taiwan 


CENTRAL & SOUTH 
AMERICA 


Gordon Nash 
Vice-President and 
Senior Representative 
Travessa do Ouvidor 
4-102 andar 
20149-900 

Rio de Janeiro-RJ 
Brazil 


Thomas Murphy 
Director and Senior 
Representative 

Horacio No. 1855-301-A 
Colonia Los Morales 
Polanco Delegacion 
Miguel Hidalgo 

11510 Mexico, D.F. 


ENGLAND AND EUROPE 


ENGLAND 


Soren Christensen 
Senior Vice-President 
and Manager 

London Branch 

11 Walbrook 

London EC4N 8ED 
England 


William Orsini 
Managing Director 
Treasury 

11 Walbrook 
London EC4N 8ED 
England 
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BANK OF MONTREAL LOCATIONS 


*Brian J. Steck 
Vice-Chairman 
Investment Banking 
Chairman and Chief. 
Executive Officer 
The Nesbitt Thomson 
Corporation Limited 


THE NESBITT THOMSON 
CORPORATION 
LIMITED 


*Aubrey W. Baillie 
President and Chief 
Operating Officer 
Sun Life Tower 
150 King Street West 
Toronto, Ontario 
M5H 3W2 


*Gordon S. Lackenbauer 
Deputy Chairman 
Corporate and 
Government Finance 
Sun Life Tower 


*Michel E. Cété 
Vice-Chairman 
Corporate and 
Government Finance 
355, rue Saint-Jacques 
Montréal, Québec 
ISlONE 114 


*Terry A. Jackson 
Vice-Chairman 
Personal Investment 
Division 
Sun Life Tower 
*Kenneth G. Copland 
Executive Vice-President 
Syndication 
Sun Life Tower 


Jon S. Cunningham 
Executive Vice-President 
Research 

Sun Life Tower 


*Rick L. Knowles 
Executive Vice-President 
Fixed Income and 
Institutional Equity 
Sun Life Tower 


Jeffrey R. Orr 
Executive Vice-President 
Corporate and 
Government Finance 
Sun Life Tower 


*Executive Committee, - 
The Nesbitt Thomson 
Corporation Limited 


INVESTMENT BANKING 


Rose M. Patten 

Di Giacomo 

Executive Vice-President 
Human Resources 

and Organizational 
Management 

Sun Life Tower 


Terry K. Salman 
Executive Vice-President 
Corporate and 
Government Finance 
Park Place 

666 Burrard Street 

Suite 1900 

Vancouver 

British Columbia 

V6C 2X8 


David H. Butterfield 
Senior Vice-President 
Government and 
Corporate Finance 
Sun Life Tower 


Michael A. Carten 
Senior Vice-President 
Government and 
Corporate Finance 
Bankers Hall 

40th Floor 

855 Second Street, S.W. 
Calgary, Alberta 

T2P 4N2 


Robert E. Dorrance 
Senior Vice-President 
Institutional Equity Sales 
Sun Life Tower 


Wallace F. Gabler III 
Senior Vice-President 
Personal Investment 
Division 

Sun Life Tower 

H. Ross MacKinnon 
Senior Vice-President 
Fixed Income and 
Money Markets 

Sun Life Tower 


Charles R. Moses 
Senior Vice-President 
Operations and Systems 
Sun Life Tower 


P. Edward (Ted) Norris 
Senior Vice-President 
Trading 

Sun Life Tower 
Lawrence D. Pringle 
Senior Vice-President, 
Secretary and 

General Counsel 

Sun Life Tower 


Barbara G. Stymiest 


Senior Vice-President and 


Chief Financial Officer 
Sun Life Tower 


HARRIS NESBITT 
THOMSON 
SECURITIES INC. 


430 Park Avenue 
New York, New York 
10022 


Philip Daly 
Senior Vice-President 
and Director 


Lynn Perry 
Vice-President 
and Director 


OVERSEAS OFFICES 


BMO Nesbitt 
Thomson Ltd. 
Bucklersbury House 

3 Queen Victoria Street 
London, England 
EC4N 8NT 

Michael J.G. Chapman 


Managing Director 


Nesbitt Thomson 
Fahnestock 
International GmbH 
Triftstr 4 

8000 Munchen 22 
Federal Republic 

of Germany 

Rolf EW. Kuhlmann 
Director 


Representative Office of 
Nesbitt Thomson Inc. 
1-1 Nihonbashi 
Muromachi 2-chome 
Chuo-ku, Tokyo 103 

Japan 

Shizuo Higashiura 

Senior Representative 


BMO Nesbitt Thomson 
Limited Representative 
Office 

2306-9 Jardine House 

1 Connaught Place 
Central, Hong Kong 
André Lajeunesse 

Chief Representative 


THE TRUST COMPANY 
OF BANK OF MONTREAL 


A. Donald C. Mutch 
President 

302 Bay Street 
Toronto, Ontario 
M5X 1A1 


Benjamin J. Applebaum 
Vice-President 
Master Custodial Services 


Edgar N. Legdzins 
Vice-President 
Investment Fund Products 


BANK OF MONTREAL 
INVESTMENT COUNCIL 


Philip Heitner 
President 

302 Bay Street 
‘Toronto, Ontario 
M5X 1A1 


BANK OF MONTREAL 
INVESTOR SERVICE 
LIMITED INVESTOR LINE 


Peter J.H. Bacon 
President 

302 Bay Street 
Toronto, Ontario 
M5X 1A1 


BANK OF MONTREAL 


BANK OF MONTREAL LOCATIONS 


CORPORATE SERVICES 


Keith Dorricott 
Vice-Chairman 
Corporate Services 
First Canadian Place 


Robert Wells 
Executive Vice-President 


and Chief Financial Officer 


First Canadian Place 


George Bothwell 
Senior Vice-President 
Public Affairs 

First Canadian Place 


Ron Call 

Senior Vice-President 
Corporate Planning 
First Canadian Place 


Dereck Jones 

Senior Vice-President, 
Secretary and 

General Counsel 

First Canadian Place 


Richard Saddington 
Senior Vice-President 
Real Estate 

Bank of Montreal Tower 


Harriet Stairs 

Senior Vice-President 
Human Resources 

Bank of Montreal Tower 


Sohrab Zargham 
Senior Vice-President 
and Chief Auditor 

Bank of Montreal Tower 


Christopher Begy 
Vice-President and 
Chief Accountant 

Bank of Montreal Tower 


Vinay Sarin 
Vice-President and 


Corporate Controller 
First Canadian Place 


BANK OF MONTREAL 


CORPORATE 


OPERATIONS 


Lloyd Darlington 
Executive Vice-President 
Operations 

Bank of Montreal Tower 


Harry Ackstein 

Senior Vice-President 
Banking Operations 
Bank of Montreal Tower 


Barry Gilmour 
Senior Vice-President 
Systems Operations 
Scarborough Computer 
Complex 


Stuart McLeod 

Senior Vice-President 
Business Systems — 
Personal & Commercial 
Financial Services 

Bank of Montreal Tower 


John Meadows 

Senior Vice-President 
Business Systems — 
Corporate & Institutional 
Financial Services 

First Canadian Place 


INSTITUTE FOR 
LEARNING 


Jim Rush 

Senior Vice-President 

and Director 

Bank of Montreal Institute 
for Learning 


WORKPLACE EQUALITY 


Johanne Totta 
Vice-President 
Workplace Equality 
Bank of Montreal Tower 


ECONOMICS 


Lloyd Atkinson 
Executive Vice-President 
and Chief Economist 
First Canadian Place 
Tim O’Neill 

Senior Vice-President 
and Deputy Chief 
Economist 

First Canadian Place 


RISK MANAGEMENT 


Neil Macmillan 
Executive Vice-President 
Risk Management Policy 
First Canadian Place 
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INVESTOR 


DIVIDENDS 


The following table sets forth the dividends declared during the past two 


completed financial years. 


($ in millions for total dividends declared) 


Annual 

dividend 

per share (a) 

Common $1.06 
Class A Preferred 

Series 3 (b) AL |Z25) 

Series 4 225 

Series 5 (c) 19,062.50 
Class B Preferred 

Series 1 DPMS) 

Series 2 (d) ($U.S.) 1.6876 


Fiscal 1992 Fiscal 1993 
Annual 

Total dividend Total 

dividends per share (a) dividends 

$257.1 $1.12 $277.9 

47 = = 

18.0 2.25 18.0 

By 19,062.50 5 

Dee) 2.25 PBS 

diglie2 1.6876 DX 7/ 


a) On full year basis. Dividends are declared and paid quarterly. Common dividend 
statistics reflect the two-for-one stock distribution in March 1993. 

b) All outstanding Series 3 Preferred Shares were repurchased or redeemed by the Bank 
during fiscal 1992. Actual dividends declared in fiscal 1992 were for a partial year. 

c) The Class A Series 5 Preferred Shares were issued in December 1991. Actual dividends 
declared in fiscal 1992 were for a partial year. 

d) The Class B Series 2 Preferred Shares were issued in March 1992. Actual dividends 
declared in fiscal 1992 were for a partial year. 


The Bank Act prohibits a bank from paying or declaring a dividend if it is in 


contravention of capital adequacy regulations. Currently this limitation does not 


restrict the payment of dividends on the Bank’s common or preferred shares. 


COMMON STOCK PRICES* — 
TORONTO STOCK EXCHANGE 


Year Ended 

October 31 1992 1993 
High $24.125 $27.375 
Low $18.563 $21.313 
Close $23.563 $26.875 


Volume (TSE) 45,485,280 97,212,058 


TRANSFER AGENTS 
AND REGISTRARS 


The R-M Trust Company and its 
principal offices at: Halifax, 
Montreal, Toronto, Winnipeg, 
Regina, Calgary and Vancouver 
serve as transfer agent and 
registrar for common and preferred 
shares. In addition, R-M Trust 
Company and Bank of Montreal 
Trust Company serve as transfer 
agents and registrars for common 
shares in London, England and 
New York, respectively. 


*1992 common stock prices and 
volumes restated to reflect the effects of 
the two-for-one stock distribution 
completed in March 1993. 


RESTRAINTS ON BANK SHARES 
UNDER THE BANK ACT 


The Bank Act limits ownership of 
any class of shares of the Bank 

by all non-residents to a maximum 
of 25%. Under this limitation, a 
resident of the United States is not 
classified as a non-resident. In 
addition, no person or group of 
associated persons may own 

more than 10% of any class of 
shares and ownership of the Bank’s 
shares by Canadian or foreign 
governments is prohibited. 


DISTRIBUTION OF 
COMMON SHAREHOLDERS 


At October 31, 1993 


Canada 97.7 % 
United States 1.1% 
Other 1.2% 

100.0% 


The above distribution summarizes 
the registered shareholders by 
geographic region. Accounts held 
in nominee name are included 

in the country in which the account 
is maintained. 


INFORMATION 


MARKET FOR SECURITIES 
OF THE BANK 


The common shares of the Bank are 
listed on the Toronto, Montreal, 
Winnipeg, Alberta and Vancouver 
stock exchanges and The Interna- 
tional Stock Exchange of the United 
Kingdom and the Republic of 
Ireland Limited, London, England 
(“London Stock Exchange”). 

The preferred shares of the Bank, 
with the exception of Class A 
Preferred Shares Series 5, are listed 
on the Toronto, Montreal, 
Winnipeg, Alberta and Vancouver 
stock exchanges. In addition, the 
following debt securities are listed 
on the London Stock Exchange: 
US. $250 million Floating Rate 
Debentures, Series 10, due July 1998; 
and Cdn. $100 million 10% per cent 
Notes due October 1996. 


SHAREHOLDER DIVIDEND 
REINVESTMENT AND SHARE 
PURCHASE PLAN 


The Shareholder Dividend 
Reinvestment and Share Purchase 
Plan provides a means for holders 

of record of common and preferred 
shares resident in Canada to reinvest 
cash dividends in new common 
shares of the Bank without the 
payment of any commissions or ser- 
vice charges. Shareholders may also 
purchase additional common shares 
of the Bank by making optional 
cash payments of up to $40,000 per 
fiscal year. Full details of the plan are 
available from Shareholder Services. 


ELECTRONIC FUNDS 
TRANSFER SERVICE 


Shareholders may choose to have 
dividends deposited directly to an 
account in any financial institution 
in Canada which provides electronic 
funds transfer facilities. 


™ Trade mark of Bank of Montreal. 


™* AIR MILES INTERNATIONAL 
HOLDINGS N.V. 
LOYALTY MANAGEMENT 
GROUP CANADA INC. 
AUTHORIZED USER. 


® Registered trade mark of 
Bank of Montreal. 


®t Registered trade mark of 
MasterCard International Inc. 
Bank of Montreal is an 
authorized user. 


BANK OF MONTREAL 


FOR COPIES OF THE ANNUAL REPORT, 
PLEASE WRITE TO THE PUBLIC AFFAIRS 
DEPARTMENT OF THE BANK, P.O. BOX 6002, 
POSTAL STATION PLACE D'ARMES, 
MONTREAL, QUEBEC H2Y 3S8, OR 

P.O. BOX 1, 1 FIRST CANADIAN PLACE, 
TORONTO, ONTARIO M5X 1A1. 


FOR OTHER SHAREHOLDER INFORMATION, 
PLEASE WRITE TO THE SECRETARY'S 
DEPARTMENT, P.O. BOX 6002, 

POSTAL STATION PLACE D'ARMES, 
MONTREAL, QUEBEC H2Y 3588. 

(ON PEUT OBTENIR SUR DEMANDE UN 
EXEMPLAIRE EN FRANCAIS.) 


SUPPLEMENTAL FINANCIAL DATA IS 
AVAILABLE FROM INVESTOR RELATIONS, 
P.O. BOX 1, 1 FIRST CANADIAN PLACE, 
TORONTO, ONTARIO M5X 1A1. 
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